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THE IMPERIAL BANK OF PERSIA 


(Incorporated by Royal Charter, 1889) 


Capital fully called up - £650,000 Reserve Account - - £690,000 
(with power to increase to £4,000,000) 
Reserve Liability of Proprietors under the Charter - - - - £1,000,000 


LONDON BANKERS : 
Messrs. Giyn, Mitts & Co. Tue WESTMINSTER Bank LimitepD, LomBarD Street. Ltoyps Bank LIMITED, 
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BRANCHES IN IRAQ: BRANCH IN INDIA: 


Bacpap, BAsRA. BomBay, 
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Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
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“64 NEW BOND STREET, W.1 


Head Office: EDINBURGH 
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S. N. POCHKHANAWALA, Managing Director. 
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BrancHEs and AGENciEs at Alexandria, Batavia, Berlin, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), 
Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, 


Los Angeles, Lyons ( femporarily Closed), Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Paris, 
Peiping, Rangoon, Rio de Janeiro, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, 
Sourabaya, Sydney, Tientsin, Tokyo, ‘Tokyo (Marunouchi), Tsingtau. 


The Bank buys and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 
Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 
for fixed periods at rates to be obtained on application. 

London Office :—7 Bishopsgate, London, E.C.2 
D. NOHARA, Manager. 









MARTINS 
BANK 


LIMITED. 






Head Office Py 
WATER ST., LIVERPOOL. 
London Office : 

68, LOMBARD ST., E.C.3. 
Manchester District Office : 
43, SPRING GARDENS. 






Capital Paid Up and Reserves £7,190,866 
Deposits, etc., at 31 Dec. 1931 £75,927,392 










The Bank has over 565 Offices, and Agents 
in all the principal towns at home and 
abroad. 









All descriptions of Banking, 
Trustee and Foreign Exchange 
Business transacted. The Bank is 
prepared to act as Registrar for 
Public and Corporate Bodies. 








BANCO DE 
PORTUGAL 


ESTABLISHED 1846 


pay Office : 
Rua do Comercio, 148 
LISBON 


Telegraphic Address: ‘‘BANGAL” 


Governor : é 
1. CAMACHO RODRIGUES 


Vice-Governors : 
CARLOS SOARES BRANCO 
ALVARO PEDRO DE SOUSA 
Dr. FERNANDO EMYGDIO DA SILVA 
Administrators : 
A. J. PEREIRA, Junior 
Dr. JOSE; CAEIRO DA MATTA 
Dr. M. A. CASAL, RIBEIRO DE CARVALHO 
RAMIRO LEAO 
DOMINGOS DE SOUSA E HOLSTEIN BECK 
HENRIQUE MISSA 
Dr. J. EMAUZ LEITE RIBEIRO 
FRANCISCO MEIRA 
FERNANDO ENNES ULRICII 


Capital (paid up) - Ese. 100:000.000s00 
Reserve Funds (25.5.1932),, 73:386.976S56 
Total Assets ( 4, 5, ) + 3-218:419.483527 


32 Branches throughout Portugal 
Correspondents in all important places abroad 



















Above is actual 
photograph. 
Note the LARGE 
HOLES in the 
doubled part 
of the bag 

the seam! ! ! 


L.B.C, “ Fraudproof ’’ Copper 
and Silver with the big 
hole in the make it 
easier than ever before for busy 

TO SEE WHAT 
ARE RECEIVING. 


Bags 


seam, 


cashiers 


THEY 


The old small hole perforation 
is of only theoretical value 
because there is no time on 
busy days to gaze through 


small holes. 


L.B.C. 
“FRAUDPROOF” 
BAGS 


— cost no more than the old type 
-are made of the finest grade 
Manilla 
—are guaranteed to Mullen test 
-are rubber banded in 50’s 
are packed in free boxes 


YOUR LOCAL STATIONER CAN SUPPLY 
YOU.————1SK HIM FOR SAMPLES 





“SERVICE 9 
‘BIRMINGHAM, 





Works: 

HADWELL ST. 
Ta: 
BIRMINGHAM 
eae 












( iv ) 


“ grvas 40 At 2 
ryatacseseh ste ath stn 2th teh 20h 06 10h cok chi cenava.29i ata ith ith Zon 20a ite ith ion va concen Zen ten 20h ita 0k 0020s 20h cet Lea 20s ite ta 0a SHR PYBDIOAT AO SORO SOS $e SE 


pad 
& 
243 


HHS SEH BYE 
COCR ARC RS 


ved ree + ree res ¢ 3 ee +: yeares ved ee vee rears 


CHARLES EDWARD BARNETT. 

THE VISCOUNT BEARSTED, M.C. 
FREDERICK CAVENDISH BENTINCK. 

D. G. M. BERNARD. 

ALFRED FOWELL BUXTON. 

JOHN CATOR. 

Major GERALD M. A. ELLIs. 
FREDERICK CRAUFURD GOODENOUGH. 
THE MARQUESS OF HARTINGTON, M.P. 
EDWARD RALPHE DourRO HOARE. 


Peay van ean cay can can cen san cand 


poe ten cen cen cen cons 


DSORD EE POST EE EEE HS years ert $$ ee + tot e+ reer’ + + + te yea cen cercd 


see cen cen ea 


ra 
arrarrart 


ip OPC HS 


LIFE DEPARTMENT. The « ALLIANCE” FAMILY PRO- 
TECTION POLICY gives Lump Sum and _ Instalment 
Benefits in one contract. 


MOTOR INSURANCE. The Company’s MOTOR POLICIES 


are framed on broad and generous lines and comprise all 
the most modern developments of Motor Insurance. 


For full information apply to the Head Office or to 
any of the Offices or Agents of the Company. 


ALLIANCE 


Assurance Company Limited. 


Head Office: BARTHOLOMEW LANE, LONDON, E.C.2. 
Established in 1824. 


Assets exceed £30,000,000. 


Directors : 
LIONEL N. DE ROTHSCHILD, O.B.E., Chairman. 


R. M. HOLLAND-MarrTIN, C.B. 

COLONEL WILFORD N. LLoyp, C.B., C.V.O. 
Str CHRISTOPHER T. NEEDHAM. 

G. W. B. PORTMAN. 

THE EARL OF RoseBery, D.S.O., M.C. 
WILLIAM HEARD SHELFORD. 

ARTHUR JAMES STEWART TODD. 

HENRY ALEXANDER TROTTER. 

RICHARD DURANT TROTTER. 


INSURANCES OF EVERY KIND. 


FIRE DEPARTMENT. COMPREHENSIVE POLICIES are 
issued for Buildings or Contents of Dwelling Houses. 


A. LEVINE, General Manager. 
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THE “ NORWICH” POLICY. 


WHOLE LIFE INSURANCE 
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LOW PREMIUMS—LARGE BONUSES. 


Norwich Union 
Life Insurance Society, 
HEAD OFFICE—NORWICH. 


—_ 








PITMAN’S 


A PRIMER OF 
FOREIGN EXCHANGE 


By Witttam F. Spatpinc, Fellow and Member 
of the Council of the Institute of ~“‘'e 
author of “ Bankers’ Credits,” ete 


This be 20k, by a le ading authority, is recc »gnis sed to | 


be one of the finest expositions of the subject now 
available. 


complete - revised in the light of recent events 


Third edition. 135 pp. 3/6 net. 


* Grips the imagination, and makes the study ¢ of finance 
a recreation rather than a tas 


STOCK EXCHANGE GAZETTE. 


PRACTICAL 
DIRECTORSHIP 


By H. E. Coreswortny, A.C.A., A.SA.A. 


| Provides valuable guidance on company organisation, 


management, finance, etc., from the 
viewpoint. 288 pp. Se scond Edition. 10/6 net. 


A book which every executive should read and keep 
ala for reference. BUSINESS. 


Order from a bookseller or 


SIR ISAAC PITMAN & SONS, Ltd. 


| PARKER STREET, KINGSWAY, W.C.2 











n the new edition fully up-to-date matter | 
| has been inc corporated, and the text has been 


irector’ s | 


THE 


~~ BANKER 


Vor. XXIII July 1932 No. 78 





Mr. E. T. PARKES 
(Joint General Manager, Midland Bank, whose retirement is announced) 














2 THE BANKER 





A Banker’s Diary 


Mid-May—Mid-June 


SINCE the reduction of Bank rate to 2} per cent. on 
May 12, both the money and foreign exchange markets 
have remained largely under control. The 
= Money official policy for the money market has 
arket 
been to keep money easy and he gorge 
with Bankers’ Deposits at the Bank of England at < 
miniutum of about £75-0 millions, but not to attempt . 
infuse fresh credit Seto the country until confidence has 
‘been restored sufficiently for such credit to be taken up; 
and this clearly depends upon a favourable turn of events 
at Lausanne and Ottawa. In execution of this policy 
special buying of early June bills was in evidence during 
most of May, and this operation had the additional 
advantage of putting the authorities in funds for the 
payment of the Ist June 5 per cent. War Loan dividend, 
thereby preventing the nde temporary increase in the 
floating debt and artificial expansion of credit.’ The 
25 per cent. call on the new 3 per cent. Treasury bonds, 
due the same day, also contributed towards that end. 
It may be assumed that this general line of policy will 
be continued for the time being. 


THE net result has been a further sagging of money and 
discount rates, until by the middle of June money was 
obtainable over the turn of the half-year at 

Money and } per cent. and “hot” Treasury bills, 
Discount issued at an average tender rate of 42 per 
Rates —_cent., changed hands at }} per cent. These 

low bill rates, in conjunction with the 

maintenance by the clearing banks of their minimum 
short-loan rates of 1} per cent., have driven the money 
market into Treasury bonds, with the result that the 
shortest bonds have risen to such a premium on their 
redemption price that their net yield is less than 1 per 
cent. So far bill-brokers have been able to exist upon 
bills bought in April at rates of about 2 per cent., but 
when these have to be replaced by fresh bills acquired at 
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current rates, their position will become one of some 
difficulty. It is not surprising, therefore, that there has 
been some criticism of the banks for not lowering their 
loan rates, and it is pointed out that the result is that the 
banks are unable to lend and so are forced to buy bills 
thus driving discount rates down still further. The 
banks’ reply is that if they lowered their rates, discount 
rates would fall still further, and the market would be 
encouraged to commit itself more deeply in Treasury 
bonds, whose market price is liable to dangerous fluctua- 
tions. The truth is that at present there is a serious 
shortage of bills, and this explains the difficulties both 
of the banks and the money market. 


ON May 14 the Bank of England aroused some interest 
by announcing the purchase of {2,012,665 of bar gold, 
and this has been followed by further 
The Bank’s purchases, which up to the Bank return of 
Gold June 15 had raised the Bank’s gold stocks 
Purchases from {120-8 to £134°5 millions, or back to 
the level at which they stood when the 
gold standard was suspended. The establishment of 
the Exchange Equalization Account has enabled the 
Bank to buy gold at the current market premium on its 
statutory price without being involved in loss, and it is 
in every way much better that the Bank should offset 
the continued demand for sterling by purchases of gold 
rather than of Devisen. Even so, such has been the 
demand for sterling that, to judge from the Bank return, 
the Bank has had to buy Devisen as well as gold, for 
between May 4 and June 15, Other Securities at the 
Bank increased from {71-8 to {99-1 millions. The gold 
purchased by the Bank has been acquired in part from 
the Treasury and in part under earmark in Paris and 
New York. No physical transfer of gold into the Bank’s 
vaults has taken place. 


UntTiL the middle of June the leading spot rates 
continued to be pegged, dollars at about $3-68 and francs 
at just over Fcs. 93. Thus interest in the 

The Foreign spot market was confined to such currencies 
Exchanges as Scandinavians and South Americans. 

The Stockholm rate has improved from 

the high levels (in kroner) touched immediately after 

B 
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the Kreuger debacle, and by the middle of June 
stood at Kr. 19°50, against Kr. 20-80 in April. In 
South America, the Chilean rate reacted most unfavour- 
ably to the revolution and to the threats of the new 
government against foreign finance, for pesos rose in one 
week from 39°93 to 60} to the pound, and subsequently 
became nominal. Quotations for Argentine pesos have 
for a long time been nominal as a result of the severe 
exchange restrictions in force, but in the middle of June 
business became a little more practicable, though at a 
reduced rate of 34}d. against 364d. a month before. 
Towards the end of June, the dollar suddenly improved, 
the reason being partly the restoration of confidence 
but mainly because by then the French had withdrawn 
practically all their dollar balances. Gold shipments 
eased off, and the sterling rate fell to about $3-61. No 
attempt was made in London to check this fall, which was 
accentuated by hurried bear covering, and it is obvious 
that while wide and speculative fluctuations in sterling will 
be checked, the leading rates will not be rigidly pegged. 


THE May returns of the ten clearing banks show that 
deposits are continuing to improve from their minimum 
of £1,658-6 millions, touched last February. 
The May Deposits in May amounted to {£1,699-0 
a millions, against {1,680-5 millions in March, 
Averages While cash similarly expanded from {173-3 
millions to {179-1 millions. The signifi- 
cance of the relation between cash and deposits is dis- 
cussed at length upon a later page, and here it is sufficient 
to state that the increase in deposits possibly explains 
the increase in cash. Among the banks’ earning assets, 
investments were increased from {287-5 to {300-2 
millions, and discounts from £240-1 to £246-5 millions, 
while lack of enterprise and the funding of certain bank 
loans through the medium of new capital issues reduced 
advances from {881-0 to £871-4 millions. 


THE May trade returns recorded a slight increase in 
imports from {53-5 to £55°7 millions and a decrease in 
exports of British goods from {34-8 to 

Overseas 30-2 millions. The new tariff duties 
Peo well imposed at the end of April have so far 
had little effect, and imports of woollen 
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goods have increased slightly as a result of the expiry 
of the Abnormal Importation Duties. Too much signifi- 
cance should not be attached to the fall in exports, for 
there were unusually large exports of ships during April. 
Taking the first five months of 1931 and 1932, imports 
have fallen from £349°3 to £302-°5 millions, British 
exports from {169-7 to £157-3 millions, and re-exports 
from {29-7 to {25-2 millions. The adverse trade balance 
has thus improved by £29-9 millions, and so this year’s 
adverse balance of payments should be appreciably less 
than last year’s adverse balance of {110 millions. 


EARLY in June the preliminary statement regarding the 
affairs of the Anglo-South American Bank was supple- 
mented by the definite scheme. The Bank of 
Anglo-South England and the other banks participating 
American inthe scheme are forming a special company 
Bank which will take over certain of the Anglo- 
South American Bank’s nitrate assets, 
valued provisionally at about £7,500,000, and will also 
take up £1,000,000 new 5 per cent. preference shares, the 
issue of which was authorized by the shareholders at an 
extraordinary general meeting held on June 27. In 
return the new company is assuming a demand liability 
of the bank for the equivalent of these two amounts. 
Pending the ascertainment of the value of the transferred 
assets, and as their early realization is in any event 
impracticable, the bank is to guarantee their nominal 
value and also to pay interest at a low rate. The guaran- 
tee, however, is only to rank after all outside liabilities 
of the bank. In return, until the guarantee is discharged, 
the new preference shares issued to the new company are 
to carry with them voting control over the affairs of the 
bank, while the bank will also pay over to the new com- 
pany in reduction of its contingent liability under the 
guarantee half its yearly profits after making normal 
provision for contingencies and paying the dividend on 
the new preference shares. The directors add that while 
they hope that these arrangements will render a call on 
the partly-paid shares unnecessary, they cannot say that 
in no circumstances will a call be made. There is good 
ground for believing that, thanks to this scheme, provision 
has been made for all the doubtful assets of the bank, 
B2 
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and that while the shareholders must obviously suffer a 
loss of profits, the position of the depositors has been 
made secure. The warning that a call on the partly-paid 
shares cannot entirely be ruled out of account means 
exactly what it says, but in view of the difficulty of 
enforcing a call and also of the unfortunate impression 
that the announcement of a call would create both at 
home and abroad, such action by the directors can be 
regarded as most unlikely. The main point, however, is 
that the stability of the bank is now assured, and in 
view of its importance both in the British banking world 
and to our commercial prestige in South America, that fact 
cannot be made too widely known. It is to be boped that 
all unfounded rumours to the contrary will now cease. 


THE report of the Gold Delegation of the Financial 
Committee of the League of Nations is not so useful a 
document as might have been hoped. This 
The League js partly due to no fault of the Delegation 
a itself, for conditions have fundamentally 
Sooat changed since its terms of reference were 
first defined in 1928. At the same time, 
when the problem of world monetary policy has become 
so urgent it is disappointing that there is not even una- 
nimity among the members of the Delegation regarding 
the causes of the recent catastrophic fall in world prices. 
The majority report ascribes the fall in the main to non- 
monetary causes, but a minority, which includes Sir 
Henry Strakosch, M. Albert Janssen, and Sir Reginald 
Mant, find very definitely that the cause of the trouble 
is the maldistribution of gold. Nor are the remedies put 
forward in the main body of the report very satisfying. 
The recommendation that central banks could usefully 
and safely reduce their minimum gold ratios, thereby 
enabling the world’s limited gold stocks to support a 
greater volume of credit, is sound so far as it goes; and so, 
too, is the report’s condemnation of reparations and war 
debt payments and of the growth of economic nationalism. 
Yet much of this is already well known, and for the report 
simply to hark back to the gold standard again is some- 
what dampening. We would have preferred something 
more progressive and stimulating to set against the 
depressing circumstances of to-day. 
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Lausanne and After 


T the time of writing the Lausanne Conference is in 
Au swing, though at the present stage it is as yet 
impossible to see what its outcome is likely to be. 
By the time these lines appear in print we shall probably 
know whether our hopes or fears have been confirmed 
by results. Without being unduly pessimistic, the first 
stages of the Conference do not encourage much hope 
for a satisfactory settlement. It is true that a decision 
has been reached to leave reparations and war debts in 
abeyance until the conclusion of the Conference, but this 
is interpreted merely as a palatable formula for the 
unpopular idea of a six months’ moratorium. For it 
seems likely that the Conference may not conclude its 
work in one sitting, and that it may be adjourned for 
several months similarly to the Hague Conference in 
1929. It would be unduly optimistic to hope that the 
present Conference will produce a final solution, thereby 
eliminating uncertainty, which is the main obstacle to 
trade recovery. 

The question is whether the Conference will at least 
lay the foundation of a future settlement which might be 
reached after the presidential election in the United 
States. Even from that point of view the outlook is 
hardly encouraging. In his opening speech, M. Herriot 
restated the French attitude opposing the cancellation of 
war debts, and insisted that such a solution would leave 
Germany in too strong a position, and would involve 
too heavy sacrifices tor France. It is true that 
since then both the German and French representatives 
have come nearer together, so much so that the gap 
left between them has been described as a very narrow 
one. It still remains, however, a gap very difficult to 
bridge. The French are not free to accept the principle 
of cancellation, while the Germans are not free to agree 
to the resumption of any form of payment. Thus, 
politicians of all nations and their constituents do not 
yet adequately realize the vital importance of finding 
a solution. They are still engaged in the old game 
of playing for position at a time when the welfare 
of mankind demands that sweeping gestures should take 
the place of petty tactical moves. 
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It is feared that the politicians will continue what they 
have done ever since the Treaty of Versailles, that is, to 
avoid facing realities, and to postpone the inevitable day 
when these realities will have to be faced. Owing to their 
lack of courage and statesmanship, the world will con- 
tinue to suffer. In face of the prolonged uncertainty in 
the absence of a solution of the problem of reparations 
and war debts, it would be idle to attach exaggerated 
hopes to the results of a monetary conference. Such a 
conference may be useful for politicians to divert atten- 
tion from the failure of their efforts to reach a solution of 
the main problem, but, in itself, it is not likely to produce 
the desired remedy. In fact, those who maintain that by 
means of the adoption of a certain monetary policy the 
crisis could be brought to an end, are only aiding and 
abetting the politicians by providing them with fresh 
excuses for doing nothing as regards reparations. 

The inability of politicians to produce an agreement 
throws the attitude and spirit of bankers into strong 
relief. Banks of all nations have succeeded in coming 
to an understanding as regards the short-term indebted- 
ness of Germany and a number of other debtor countries. 
While politicians are incapable of agreeing on funda- 
mentals, bankers have succeeded in settling their differ- 
ences. Their interests are just as conflicting as those of 
politicians; the advantage of the creditor can only be 
obtained at the debtor’s expense, while the latter can 
only obtain relief at the price of a corresponding sacrifice 
on the part of the creditor. The advantage of one creditor 
means disadvantage for the remaining creditors. In 
spite of this, standstill agreements have been concluded 
between debtors and creditors based on mutal under- 
standing. The creditors have realized that over and 
above their immediate interest in obtaining cash pay- 
ments, there is the supreme interest of preventing a 
collapse of their debtors. Apart from relinquishing their 
right to demand any immediate capital repayment, they 
went. so far as to consent voluntarily to a reduction of 
their interest charges. As is stated in an article by our 
Berlin correspondent, published in this issue, the average 
rate of interest charged on frozen German credits, which 
was about g to 10 per cent. in December last, has been 
reduced to about 6 per cent. Were the politicians 
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prompted by a similar conciliatory spirit, the problem of 
reparations would have been solved long ago. 

As will be remembered, the bankers of this country 
were accused last year of having interfered with politics. 
The man in the street was led to believe that bankers 
possessed mysterious influence over politicians, and had 
the power to influence political events. Unfortunately, 
there is no truth in this suggestion. Were the bankers 
to possess adequate influence, they would certainly use 
it for inducing the politicians to face facts, and to find a 
solution for the problem of reparations without further 
delay. The trouble is not that bankers possess too much 
political influence, but that they do not possess nearly 
enough. Otherwise the world would be run on much more 
business-like lines. 





Obituary 


It is with much regret that we learn of the death of 
Mr. A. A. G. Tulloch, deputy chairman and joint managing 
director of the District Bank, Ltd. The son of Brigadier- 
General Sir Alexander Tulloch, he was educated at 
Dover College, and subsequently at Pembroke College, 
Cambridge, where he took the degree of Master of Laws. 
During the whole of his professional career he was asso- 
ciated with the District Bank. For some years he was 
a partner in the firm of Slater, Heelis & Co., Ltd., the 
bank’s solicitors, but he left them in 1907 to join the 
board of the bank as joint managing director. He was 
later appointed deputy chairman. Since 1911 he had also 
acted as a director of the Yorkshire Penny Bank. Mr. 
Tulloch took an active part in the public life of Lan- 
cashire, and was treasurer of numerous charitable or- 
ganizations, both during the war and after. He was also 
chairman of the Manchester branch of the N.S.P.C.C., 
and was keenly interested in the society’s work. More 
recently he served as a member of the Macmillan Com- 
mittee on Finance and Industry. 
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Banking Law and Practice 

E all of us in the pursuance of our daily activities 

owe a duty to our fellow-citizens not to inflict 

upon them loss as the result of avoidable careless- 
ness, and of no one is this truer than the banker, who 
makes his living by giving safe custody to other people’s 
money, receiving it and paying it out again in accordance 
with their orders. That the discharge of this duty is 
not so simple as it appears is shown not only by the 
mass of statute and case-law which has grown up around 
the practice of banking and its main instruments, the 
bill and the cheque, but also by the bare reflection that 
those who collect and pay money on account of third 
parties are peculiarly exposed to the ravages of careless- 
ness and fraud. That bankers are able to conduct so 
vast a business at so small a loss is a high testimony to 
the efficiency of the system that they have gradually 
evolved. 

At the same time the development of banking law 
and practice, or rather of the relation between the two, 
is not wholly free from anxiety. A sound banking 
system must possess several qualifications. Firstly, it 
must be watertight against fraud, and this is well recog- 
nized by the Courts, which never hesitate to penalize 
the banker where his carelessness facilitates a successful 
fraud. Next it must be efficient, in the sense that it 
must carry out its functions on the scale and at the speed 
demanded by modern commercial life. Next it must be 
acceptable to the public, and must not burden them 
with an excess of irksome regulations, or else the 
system will at the best work badly and at the worst be 
dispensed with by the public whom it is intended to 
benefit. Next it must not be beyond the capacity of 
the bank officers, of all grades, who have to operate it, 
or inflict upon them more duties than they can properly 
perform in the time available tothem. Finally—and this 
is the point on which we wish to lay most stress—it must 
be uniform, or else the public who have to use it, and the 
judges who at times have to interpret it and uphold it, 
will not know where they stand or how best to discharge 
their duty. 

The trouble is that of recent years banking law and 
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practice have conspired together to establish the first 
qualification at the expense of the remainder, and this 
has come about in a perfectly natural and inevitable 
way. The sort of thing that happens is this. Something 
goes wrong, some fraud maybe is committed, and an 
innocent third party suffers loss. He promptly alleges 
negligence against the banker—not invariably his own 
banker—and claims the amount of his loss. The matter 
comes into Court, the plaintiff puts forward his case, and 
in reply the defendant banker points out that he followed 
the normal practice of his bank, as established for over 
a generation. The Court then finds that this practice 
leaves a loophole for this specific kind of fraud, and gives 
judgment for the plaintiff. 

So far, so good, but the defendant bank promptly 
and naturally begins to overhaul its system, and in 
doing so not only stops up that particular loophole, but 
a whole number more; and the fruits of this overhaul are 
concentrated into a new set of regulations for its branch 
managers. For a time all goes well, but in the end 
another fraud is committed upon an innocent third 
party, and once more the bank finds itself in Court. 

This time its defence against the allegation of negli- 
gence is even harder than before, for it is confronted 
not only with its original banking practice, but with all 
the tightening up it carried through after the former 
action. When judgment comes to be delivered, so far 
from finding itself protected by its new regulations, the 
banker finds that they are being used by the Court as a 
scorpion, in place of the former whip, for the chastise- 
ment of his errant shoulders. So once more he is cast 
in heavy damages. 

Meanwhile the Bank of X next door, and the Bank of 
Y over the road, have had their own difficulties to contend 
with, for at times they will have had judgments delivered 
against them, and will have tightened up their regulations 
in reply. So that when, for the third time, our original 
banker finds himself in Court, he will not even be able 
to rely upon established banking practice. Instead, the 
Court will reply, “‘there is no such thing to-day as 
established banking practice. You have deposed that 
your practice is so-and-so, and you have put your current 
rules and regulations in evidence. But the Bank of X 
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has given evidence that it does so-and-so, and the Bank 
of Y does something totally different again. Therefore 
I cannot rely upon current banking practice, nor can I 
forget that you bankers by your frequent strengthening 
of your rules admit that they are not perfect. I must go 
back to first principles, and these lead me to find for the 
plaintiff.” 

It is no exaggeration to say that this conspiracy 
between banking law and practice and the confusion of 
the latter are making it difficult to operate the banking 
system at all. Recent cases emphasize the difficulties 
in which both bankers and customers are becoming 
involved. Thus, in Slingsby and others v. District Bank, 
Ltd., there was conflicting evidence from bankers as to 
the practice of endorsing cheques drawn payable to 
A. B. per X. Y. And in many cases that could be cited 
the Courts are faced with variant versions of banking 
practice. Another recent case, E. B. Savory & Co. v. 
Lloyds Bank, Ltd., the Court of Appeal decision on which 
was discussed in the May BANKER, struck at the root of 
the practice of bankers receiving at one branch cheques 
for the credit of an account at a different branch—a 
practice which is essential to the expeditious conduct of 
the nation’s affairs—and also stimulated certain very 
wide obiter dicta on a banker’s duty to ascertain the 
circumstances of a customer’s private life. We under- 
stand that this last case is going to the Lords, in which 
case these difficulties may be straightened out. Indeed, 
we feel that if the Lords used that case as an occasion 
for reviewing the anomalous position into which banking 
law and practice are driving each other, they would be 
performing a very valuable public service. 

Meanwhile, we have a definite suggestion to make 
ourselves. Let the British Bankers’ Association set up a 
permanent standing committee, composed partly of 
lawyers and partly of bankers, both to be of the highest 
standing and experience. The duty of this committee 
will be to review and codify banking practice, both in the 
light of recent judgments and in accordance with the 
main qualifications that we have already enumerated. 
Then let the banks adopt a uniform book of rules and 
regulations on all matters covered by the committee, 
based upon their recommendations. 
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The initial work of the committee would undoubtedly 
be heavy, but its subsequent work of revision would be 
relatively light. Its fruits would be nothing less than a 
uniform code of banking practice upon which not only 
bankers, but the Courts would be glad to rely. Litiga- 
tion would come to be less of a gamble, and in time 
banking practice might obtain the force of custom, and 
would be regarded by the Courts as such. Bankers 
would be relieved of the need of piecemeal and spasmodic 
tightening of their regulations, and the Courts would be 
relieved from the need of delivering ad hoc judgments 
which, however sound in themselves, embarrass bankers 
in the operation of their business and in their relations 
with their customers. 





Bank Cash and Deposits 


URING the past few years, missing details of the 
D British banking position have slowly become 

available. At the end of 1928, when the Bank of 
England revised its return in order to take cognizance of 
the amalgamation of the two note issues, it began to 
publish a separate figure for Bankers’ Deposits, and these 
were specified to mean the balances held by British banks 
at the Bank of England. This gave some indication as 
to the fluctuation of bank cash from week to week, and 
taken in conjunction with the weekly details of the 
note circulation, gave some idea as to the amount of 
credit available. An important part of the picture, 
however, was still missing, for no information was 
available as to how large a part of the note circulation 
was actually serving as money in the hands of the public, 
and how much was lying idle as till-money in the hands 
of the clearing banks, where it ranked as part of their 
cash, and so served as part of the basis of that other 
form of money, namely, bank deposits. 
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This gap has now been filled in, as a result of evidence 
laid before the Macmillan Committee and the initiative 
of the Bank of England. During the current year, the 
Bank of England, in consequence of a recommendation 
of the Macmillan Committee, have been issuing to a 
limited public copies of their Monthly Statistical 
Summary which, for several years, they have been 
preparing for foreign central banks. The latest issue 
contains a large table, showing firstly, the amount of 
coin and notes in circulation, and secondly estimates of 
the amount held by the public and the amount held by 
the banks. 

This information is of outstanding value. For one 
thing, it shows the amount of money in the hands of the 
public, some indication of this being given in the following 
brief table :— 


Coin and Notes __ Public’s 
in hands of _ deposits at Total. 











Public Banks 
£mn. £ mn. £ mn. 
1930—January .. at 351 1,805 2,156 
April - ee 355 1,750 2,105 
July ‘3 ia 362 1,831 2,193 
October... “s 353 1,828 2,181 
I93I—January .. a 348 1,873 2,221 
April i we 356 1,736 2,092 
July wa a 360 1,788 2,148 
October... - 361 1,724 2,085 
1932—January .. 7 358 1,714 2,072 
April a a 357 1,681 2,038 


Even this information is imperfect, for it is doubtful 
if time deposits, as distinguished from current accounts 
at the banks, can rank as “ money,” while the banks’ 
inner reserves, many of which are included under 
‘“‘ deposits and other accounts,”’ certainly cannot. Again, 
it excludes deposits at other than the clearing banks, 
including ‘‘ Other Deposits”’ at the Bank of England 
itself. Still, it does give some indication of changes in 
the volume of money during the past two years, and shows 
in particular that the fall in prices has far outstripped 
the relatively small shrinkage in the volume of money. 
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The main value of the Bank’s new information, 
however, is that it throws new light upon banking theory 
and practice. The next table compares the “true” 
cash held by the clearing banks with the total of their 
‘“published’’ average cash holdings. Defining each of 
these terms, true cash is the arithmetical sum of Bankers’ 
Deposits at the Bank of England and of the coin and 
notes estimated to be in their tills. It is important to 
observe that the figures are monthly averages of the 
position on the Wednesdays of each month, the vital 
point being that the holdings of all the banks are totalled 
for the same day of the week. Published cash, on the 
other hand, represents the monthly average total of the 
cash held by each bank on its making-up day of the week, 
and as different banks make up on different days, this 
leads to a very different result. 

This vital distinction can be illustrated by a simple 
theoretical example. Take four banks, A, B, C and D, 
and assume that they make up on Monday, Tuesday, 
Wednesday and Thursday. Also assume that they each 
normally hold {20,000,000 of cash, but that on their 
making-up day they each call £5,000,000 from the 
market, raising their cash to £25,000,000. Then their 
published cash would be the sum total of £25,000,000 for 
each of them, or £100,000,000 in all. Their true cash, 
for the Wednesday of that week would be £20,000,000 
each for banks A, B and D, and £25,000,000 for bank C, 
which made up on that day; or £85,000,000 in all. The 
result is that the margin between “true cash” and 
‘ published cash,’”’ as shown in column (5) of the table, 
represents the total extent of making-up by all banks 
other than the three that make-up on Wednesday itself. 
In short, it gives a far more accurate picture of the amount 
of cash normally held by the banks than do the cash 
averages published by the banks themselves. 

It may be objected that some discrepancy may arise 
from the fact that “‘ true cash’ includes the cash of all 
British banks and not only of the clearing banks. This 
is perfectly true, but investigation shows that the 
discrepancy is very small in relation to the figures at 
issue. For all practical purposes, Bankers’ Deposits at 
the Bank can be regarded as consisting of clearing bank 
balances alone. 
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, » Margin 
. Banks Banks 
Bankers’ bea d True Cash published a 
Date Deposits by Banks — at "Cam — 
ash 
(1) (2) (3) (4) (5) 
£mn. £mn. £mn. £ mn, mn. 

1929—December .. 62 110 173 205 32 
1930—January .. 76 107 183 195 12 
February .. 56 104 160 185 25 
March ss. OO 102 162 184 22 
April c & 105 170 IgI 21 
May ~ 102 163 190 27 
June as S2 97 159 193 34 
July.. ~~ Be 103 173 194 21 
August ce 105 168 IgI 23 
September .. 66 103 169 1g0 30 
October .. O61 104 165 192 27 
November .. 58 IOI 159 192 35 
December .. 81 107 188 207 19 
193I—January .. 64 103 167 198 21 
February .. 60 102 162 1g0 28 
March < ea 100 161 184 23 
April wae oe 98 155 178 23 
May .- 58 99 157 179 22 
June .. 69 g6 165 187 22 

July.. .« = g6 165 184 19 . 
August ~ ae 94 153 . 28 17 
September .. 60 95 155 174 18 
October .. 68 gI 159 176 17 
November .. 60 89 149 173 24 
December .. 87 84 17I 184 13 
1932—January .. 76 go 166 180 14 
February .. 7I 86 157 173 16 
March << 89 164 174 10 
April oo 88 160 173 13 


Now a study of this table brings to light a very 
interesting fact. It is that during the past ten months, 
and in particular during the current year, far less 
window-dressing has been thought necessary or desirable 
than in previous years. In 1930, margins between 
true and published cash of 20 and 30 millions were 
the rule, but in 1932 the margin has sunk to an average 
of 13 millions. 

The explanation commonly advanced by the banks 
themselves is that very often they have found their 
supplies of cash large enough in proportion to their 
deposits for them not to have to make-up at all. This 
throws a new light upon the well-known theory that the 
size of total bank deposits depends solely upon the size 
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of the banks’ cash, and upon its corollary that the 
banks’ power to extend credit is determined by the 
amount of cash put at their disposal by the operations 
of the central bank. This view found expression only 
a month ago in the Midland Bank Review, which 
further contrasted the upward trend of Bankers’ Deposits 
at the Bank of England with the downward trend of 
the banks’ published cash with the object of proving 
that the recent increase in Bankers’ Deposits had not 
expanded the basis of credit at all. 

In order to test this theory, the next table has been 
prepared, in which deposits are compared not only 
with published cash but with true cash :— 


Ratio of Ratio of 
True Cash Published Published 
Date Deposits True Cash to Cash Cash to 
Deposits Deposits 
£mn £ mn. % £ mn. % 
1929—December .. 1,811 173 9°5 205 EI-3 
1930—January .. 1,805 183 Io°l 195 10°8 
February .. 1,751 160 g‘I 185 10:6 
March . 195 162 9°4 184 10°7 
April oe 3,990 170 9°7 Igl 10-9 
May .. 1,780 163 9:2 190 10°7 
June .. 1,829 159 8-7 193 10°5 
July.. o. Zee 173 9°4 194 10-6 
August .. 1,804 168 9°3 Igl 10-6 
September .. 1,801 169 9°4 190 10°5 
October .. 1,828 165 9:0 192 10°5 
November .. 1,838 159 8-7 192 10°4 
December .. 1,876 188 10°0 207 II‘o 
193I—January .. 1,873 167 8-9 198 10°6 
February .. 1,820 162 8-9 1g0 10°4 
March os 2708 161 g‘I 184 10°4 
April -. 29% 155 8-9 178 10°3 
May -. 1,738 157 g‘I 179 10°3 
June “« 2408 165 9°3 187 10°5 
July.. .. 1,788 165 9:2 184 10°3 
August se 1,745 153 8-8 180 10°3 
September .. 1,712 155 g‘I 174 10°2 
October .. 1,724 159 9:2 176 10°2 
November .. 1,706 149 8-7 173 101 
December .. 1,737 17I 9°9 184 10°6 
1932—January .. 1,714 166 9°7 180 10°5 
February .. 1,659 157 9°5 173 10°4 
March .. 1,676 164 9°8 174 10°4 
April .. 1,681 160 9°5 173 10°3 


Whereas the ratio of published cash to deposits 
has, except at the end of the year, remained rigidly at 
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just over 10 per cent., the ratio of true cash to deposits 
has varied from 8-7 to 10-1 per cent.; and in particular, 
it has stood at 9-5 per cent. and over during the current 
year in contrast to lower levels in most previous months. 
This suggests that, except within very broad limits, 
neither true cash nor published cash determine deposits. 
On the contrary, the banks take their deposits as they 
find them, and make-up sufficiently to raise their 
published cash to just over 10 per cent. of their deposits, 
whatever they may happen to be. In particular, had 
the banks this year been able or willing to operate on 
last year’s true cash ratio of approximately 9 per cent., 
deposits would have ranged either side of £1,800 millions, 
which means the banks could have released additional 
credit to the order of {100 millions. This shows how 
broad the limits of the generally-accepted theory are. 

It is now possible to re-cast the fundamental theory 
of banking, though not in precise terms. The size of 
bank deposits is governed in part by the banks’ cash, 
but also by the current demand for credit, or rather by 
such part of the current demand as bankers can 
prudently satisfy. This year, “safe demand” has 
fallen away, and as a result deposits have shrunk by 
the £100 millions or so mentioned at the end of the 
preceding paragraph. As a secondary result, the banks 
are having to make-up less than usual in order to reach 
their published cash ratio of just over 10 per cent. 

The restoration of bank deposits to their 1930 level, 
therefore, depends not so much upon the liberation 
of fresh supplies of credit by the Bank of England as 
upon a restoration of confidence and of demand for 
accommodation backed by a reasonable degree of security. 
Granted these conditions, the clearing banks to-day 
could extend an extra {100 millions of advances without 
having to add one penny to their cash resources or even 
having to dispose of any of their swollen holdings of 
Treasury bills and Government securities. This is the 
justification for the current monetary policy of the 
Bank of England, which is to keep money easy, but 
not to attempt to infuse fresh supplies of credit into our 
economic system, until our system is ready to absorb 
them. It is also the reply to those critics who urge that 
the revival of trade is being held back by a misguided 
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official policy of deflation. When trade has begun to 
revive and world prices to rise—and this depends upon 
a settlement of outstanding international difficulties—it 
will then be time to see that the supplies of credit are 
sufficient to meet the legitimate needs of commerce. 
At the moment, more credit is available than is required. 


London as Banking Centre of the 
Empire 
By Paul Einzig 


E are on the eve of the Ottawa Conference which 
may decide whether, from an economic point of 
view, Great Britain is to remain part of Europe 

or whether she should become part of a new economic 
unit to be formed by the British Empire. It is not with- 
out interest to examine in this connection how far the 
result of the Conference is likely to affect London’s 
position as an international banking centre. While 
London’s international supremacy has been under a 
cloud during the last few years, and more especially since 
the beginning of the present financial crisis, her position 
as the financial centre of the British Empire has remained 
incontestable. From a banking point of view, most 
banks in the Dominions and Colonies have either their 
head office in London or are represented here by impor- 
tant branches. London is the exclusive foreign exchange 
market for a number of Empire currencies, such as the 
Australian pound, the New Zealand pound, and the 
currencies of most Crown Colonies and Protectorates. 
It is true that the Canadian dollar has a better market 
in New York, and that since the suspension of the gold 
standard attempts have been made to create a market 
for the South African pound in one or two countries on a 
gold basis. On the whole, however, it is correct to say 
that the trade of the Empire with the outside world is 
still financed via London. 

London has always provided the funds to cover the 
requirements of Dominions and Colonies. Even during 
the lean period that preceded the crisis, funds were made 
available for that purpose while London’s foreign clientele 
was turned away mostly empty-handed. The Empire had, 

c 
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indeed, the first call on whatever resources were avail- 
able for lending overseas. During the last few months, 
while lending abroad has remained at a standstill, several 
small colonial loans have been successfully floated in 
London. It is true that since the war London has not 
been the exclusive market for Dominion borrowing. The 
predominant part of Canadian loans were placed in the 
United States, while Australia and South Africa have 
also issued loans in New York. The chances are, however, 
that owing to the changed circumstances these Dominions 
will in future draw upon New York to a less extent than 
they have done since the war. 

The result of the Ottawa Conference may possibly 
further strengthen the links of the London financial 
market with the Empire. Even if suggestions as to the 
establishment of an Empire currency may not materialize, 
it is reasonable to hope that the Ottawa Conference will 
bring about closer co-operation between Great Britain 
and the Dominions and Colonies in regard to currency 
system and monetary policy. In this respect there is 
ample scope for the Conference, even if it were unsuccess- 
ful in its efforts to establish an economic union. The 
financial factor may play an important part in over- 
coming any difficulties in the way of economic co-opera- 
tion. To mention only one example, Canada is at present 
undoubtedly in need of financial assistance, and as things 
are at present she stands a better chance to obtain it in 
London than in New York. For this reason it is con- 
ceivable that the Dominion Government may take up in 
return a more conciliatory customs tariff policy towards 
the Motherland. 

Although it is hoped that the Ottawa Conference 
will strengthen London’s position as the financial centre 
of the Empire, this development need not necessarily 
be to the detriment of her position as the world’s banking 
centre. Whatever may be the results of Ottawa as 
regards economic co-operation, it is unthinkable that 
Great Britain should cut adrift from the rest of the world. 
If, after the liquidation of the crisis, London possesses 
a surplus available for lending abroad, her old customers 
outside the Empire will also receive due consideration. 
Indeed, the highly-developed technical organization of 
the London financial market could not possibly be kept 
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occupied to anything like its full extent if she were to 
confine herself to financing the Empire alone. Even if, as 
a result of an agreement as to a customs union or Imperial 
preference, the trade of the British Empire with the rest 
of the world were to decline, this would not in itself 
eliminate London as the world’s banking centre. After 
all, the greater part of her international banking activity 
has always been concerned with financing trade between 
foreign countries, and in this respect a falling-off of trade 
between Great Britain and foreign countries would make 
no material difference. 

The events of the last few months have conclusively 
proved that London is indispensable as a world banking 
centre, and that no other centre would be in a position 
to take her place. It is, therefore, of vital importance 
for countries outside the Empire that London should 
regain her old position in this respect. The transfer to 
London of the Bank for International Settlements from 
Basle would be a highly important step in the right 
direction. The choice of Basle in preference to London 
was due to a spirit of petty jealousy that prevailed 
among the Continental nations, several of which were 
glad to see the decline of London as an international 
banking centre. In the meantime they must have 
realized their mistake. If they are anxious to strengthen 
the links between London and the Continent so as 
to counteract the tendency of widening the gap between 
Great Britain and Europe, they are in a position to do 
so by agreeing to the transfer of the Bank for 
International Settlements to London. . 


Legal Matters 
Notes on Current Cases 

T is interesting to note that the case of Greenwood v. 
Martins Bank, Ltd.,has just been heard in the House of 
Lords and fully argued. Judgment is reserved and 
may possibly not be forthcoming in time for treatment in 
our present issue. Our readers will remember that this 
was the case where a husband claimed against the bank 
a declaration that he ought not to be debited with £410 
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odd, the amount of forty-four cheques debited to his 
account, his signature on the cheques having been 
forged by his wife. He knew of the forging, but forbore 
to expose his wife to the bank. But eight months later 
he threatened his wife to tell the bank, whereupon she 
shot herself. After this he commenced his action against 
the bank. The trial judge, Mr. Herbert du Parcq (now 
a judge), sitting as Commissioner of Assize, found in 
favour of the plaintiff, but the Court of Appeal unani- 
mously upset the judgment and found against the 
plaintiff and in favour of the bank on the ground of 
estoppel. He had stood by with knowledge of the 
forgings for eight months and only informed the bank of 
the facts after his wife’s death, thus depriving them of 
their right of action against the wife and husband—the 
tort abating with the death of the wife. It is a curious 
action and raises quite an interesting point in estoppel. 
But the reasoning of the Court of Appeal appears sound 
and we should be surprised to find the House of Lords 
allowing the appeal that has now been argued before 
them. 

In the June volume of the Law Reports (1932) 
1 K.B. 668 is a full report of the judgments of the Court 
of Appeal in the cases of Westminster Bank, Ltd. v. Osler 
(Inspector of Taxes) and National Bank, Lid. v. Baker 
(Inspector of Taxes). Both cases raise similar points, 
and the full report now available will doubtless be read 
with interest, for unless reversed on appeal to the House 
of Lords (if such appeal be made) they affect the amount 
of income tax payable under Schedule D by bankers and 
others whose business includes making profits from 
investments. Obviously any profit made by realizing 
investments is part of the bank’s taxable profits just as 
any loss entitles them to deduction in arriving at profits. 
But what of conversion of National War Bonds into 
War Loan and Conversion Loan? Is the enhanced 
value of the substituted securities part of the profit 
assessable under Schedule D? The Special Commis- 
sioner and Mr. Justice Rowlatt answered this question 
in the affirmative, and the Court of Appeal have con- 
firmed that answer. 

There had been earlier authorities—the latest being 
Royal Insurance Co. v. Stephen (1928) 14 Tax Cases 22, 
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also one of Mr. Justice Rowlatt’s decisions—which 
discussed the principle of a profit being realized not by 
actual sale, but by substitution having the same effect. 
Lord Justice Greer put the case succinctly when he said : 
“They (the bank) had an investment which they could 
either sell or hold until the due date for payment, and 
they could thus realize their profit either by selling 
when the due date came; or they were given the oppor- 
tunity of realizing a profit in another way—namely 
by taking the equivalent which was offered them on the 
terms of the War Bonds in War Loan. It seems to me, 
whichever of these courses they took, they were, in fact, 
realizing a profit—‘a profit was accruing to them’ to 
use the words of the statute when they took the War 
Loan in place of the Bonds. . . . The true view of the 
transactions is that when the bank decided no longer to 
hold their War Bonds, but that they would, in effect, 
realize them by selling them to the Government and 
taking payment in War Loan or in Conversion Loan, 
they were bringing to an end the enterprise on which 
they had started when they invested in War Bonds, and 
they had realized a profit on those War Bonds which it 
was quite simple, when the time came, to quantify in 
terms of money, as the parties did by agreement before 
the Commissioners.’ 

Lord Justice Romer expressed “ great doubt,’”’ but 
on the whole, in view of the authorities, he felt the 
transactions were, in effect, a sale to the Government and 
a reinvestment of the proceeds in the Conversion Loan. 
Therefore ‘‘ he was not prepared to differ from the Master 
of the Rolls and Greer L.J. in dismissing the appeals.”’ 
The facts, the argument, and the relevant authorities 
are admirably set out in the Law Reports to which we 
must refer our readers for the detailed discussion of these 
most interesting cases. 

In the most recent of the official Law Reports appear 
reports of several cases exemplifying the difficulties 
that may arise in banking operations in England out 
of the various decrees of the Russian Soviet Government. 
Two of them have some general bearing on the question 
of garnishee proceedings against a credit balance held by 
an English bank and may be cited hereafter in other 
problems arising upon garnishee proceedings. It is as 
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well therefore to deal with them sufficiently to extract 
from them the general principles they illustrate. First, 
the case in the Court of Appeal of Lazard Brothers & Co. 
v. Banque Industrielle de Moscow—the same plaintiffs v. 
The Midland Bank reported in the June number of the 
Law Reports (1932) 1 K.B. 617 (Court of Appeal). This 
case involved two distinct points : (1) the effectuality of 
service of a writ, and (2) the effect of a garnishee proceed- 
ing upon a credit bank balance owing to a customer who 
is dead, or (as a company) extinct. The former point is 
not of peculiar interest to banks and is not suited to 
these pages, but the latter point is of interest. 

The facts, so far as relevant to this second point, are 
these. Lazard Brothers & Co., Ltd,. had a claim against 
the Moscow Industrial Bank and commenced an action 
in October 1930. They got leave to serve the Moscow 
Bank by registered post, and in default of appearance 
the plaintiffs (Lazard Brothers) obtained judgment in 
November 1930. Lazards then basing themselves upon 
this judgment obtained a garnishee order nisz against 
the Midland Bank in respect of a sum of £335,230 14s. 7d., 
said to be owing from the Midland Bank-to the Moscow 
Bank. This order nist was subsequently made absolute 
by Mr. Justice Roche. Russian lawyers were called to 
give evidence as to the effect of the various Soviet decrees 
as to banks, including the Moscow Industrial Bank, and 
Mr. Justice Roche held that the effect of the material 
decrees was to put the Russian banks into liquidation, 
but not to extinguish them. 

The Midland Bank appealed against this decision, 
contending that the Moscow Bank had been dead for 
some time and that therefore the judgment on which 
the garnishee order was based was a mere nullity and 
void, for there was no existing defendant to the suit of 
Lazard Brothers. Lazards cross-appealed on a point as 
to compound interest which the bank had charged after 
the Moscow Bank had been dissolved. But the ground 
upon which the Court of Appeal upset Mr. Justice Roche’s 
judgment made it unnecessary to deal with this cross- 
appeal, which was dismissed. 

The Court of Appeal held that there was not existing 
any such institution as the Moscow Industrial Bank at 
the time Lazards sued and therefore that the judgment 
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obtained against that bank was a mere nullity, and no 
garnishee order could be founded upon it. Further, they 
held that in any view of the effect of the Russian decrees 
the service of notice of the writ was irregular and that on 
that ground the judgment was void. Lord Justice 
Scrutton, for himself, went to the length of saying that 
if it comes to the knowledge of the Court that it has 
entered judgment in default of appearance against a 
company which was at the time dissolved or non-existent 
according to the law of the country of its origin, the 
Court is bound after hearing the parties interested of its 
own motion to set aside the judgment. All members of 
the Court of Appeal held the judgment void, and con- 
sequently no garnishee proceedings could be founded 
upon it. That was the gist of the case. 

From a practical banking point of view arises the 
question what is an English bank to do with regard to 
credit balances in its hands owing to a Russian bank or 
other institution that has been ended by Soviet decrees ? 
Is the Soviet Government to be its successors? The 
Lords Justices did not ignore this pregnant question. 
Scrutton L.J., asks: “‘ What is the result of all this on 
funds in the hands of English banks which Russian 
banks, if existent, might claim on demand? I will only 
say that it may be necessary to consider the question of 
“bona vacantia.’ ... The Crown in taking treasure 
trove makes a liberal allowance to the finder. It may be 
that a similar equitable adjustment amongst the creditors 
of Russian banks would do substantial justice.’’ 

Upon the same point Lord Justice Greer says: “ It 
seems to me that to recognize judgments obtained as 
this judgment was obtained is likely to cause most 
inconvenient consequences, and might result in grave 
injustice to banks in this country who have been deprived 
by Russian legislation of the opportunity of making 
their Russian debtors pay, if they are liable to be forced 
by garnishee proceedings to pay, for the benefit of the 
Soviet Government, debts which they owe to companies 
the existence of which is not recognized by the Soviet 
Government. The Midland Bank, if an action were 
brought against it by the Soviet institution with which 
all the banks have been amalgamated, would have a 
complete set-off, and, indeed, a counterclaim, and it does 
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not seem just, under the circumstances, that it should be 
called upon to pay the debts of one of the dispossessed 
companies while it is unable by reason of the action of the 
Soviet Government to recover anything from the com- 
panies in the same position which owe it money.”’ 

It follows that credit balances held in English banks 
in favour of institutions that have been dissolved by the 
Soviet Government are not to be reached by any gar- 
nishee proceedings founded upon actions against such 
dissolved institutions. Circumstances must vary as to 
the position in particular cases. And many knotty 
problems have, and are arising, in respect of such balances. 

The second case relating to garnishee proceedings 
against a credit balance is of quite a different character. 
The case is Rekstin v. Severo Sibirsko (Bureau), etc., and 
the Bank for Russian Trade, Ltd., June 3 issue of the 
“Times ’’ Law Reports (vol. 48) at page 422. The 
plaintiff was a judgment creditor of the Bureau, the 
judgment debtor, on whose account at the defendant 
bank was a credit of £9,194 16s. 5d. on the morning 
of September 2, 1931. At about 1.45 on that date 
the bank received a letter from one Getze, purporting 
to act on behalf of the Bureau, directing them to close 
the current account of the Bureau and transfer the credit 
balance to the current account of the Trade Delegation 
of the United Soviet Socialist Republics in Great Britain, 
a body which possesses diplomatic immunity. All 
arrangements were made by the bank in its own books 
for this transfer by about 3 p.m. of the same day, but no 
notice of the intended transfer had been given to the 
Trade Delegation, and there was no evidence that the 
Delegation knew anything of the proposed transfer. In 
this state of things shortly after 3 p.m. the bank was 
served with a garnishee order nist obtained on that day 
by the plaintiff Rekstin, who had recovered judgment 
against the Bureau for £2,500 damages and costs, for 
wrongful dismissal. The bank disputed liability on the 
ground that at the time of the service of the order nisz 
no credit balance was due to the Bureau in view of the 
completed arrangement for transfer of the account. 

The Master gave judgment in favour of the bank who 
appealed to a Divisional Court of the King’s Bench. The 
Court allowed the appeal on the ground that although 
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the bank had completed its own arrangements for the 
transfer by 3 o'clock, such transfer had not been really 
effected at the time the garnishee order was served 
shortly after 3 o’clock, for at that time, notwithstanding 
its complete preparations, the bank had not notified the 
Trade Delegation or established privity with them. The 
account still remained in the Bureau, the original cus- 
tomer. The ground of this decision was that there could 
be no transfer of the customer’s money until the proposed 
transferees had received notice of the transfer and had 
assented to the moneys in question being transferred to 
them. The mere entry in the bank’s books bound neither 
customer nor proposed transferee. It was revocable until 
assent of the transferee and acceptance of the new 
contract. 

The point of substance in the case is well put by Mr. 
Justice Talbot and illustrates the operations of these 
Russian institutions. The learned judge pointedly ob- 
serves : “‘ Now it is quite obvious there is a close con- 
nection between the Trade Delegation and the Bureau, 
whose head office is in Russia, and the Bureau is described, 
as I read the copy which we have, as a department of the 
delegation or representation, and its London offices are 
in the same building as the bank. It being admitted 
that an hour or so before the service of the garnishee 
order there was a substantial sum standing to the credit 
of the judgment debtor at the bank, it is alleged that the 
whole was transferred to the credit of the Delegation, a 
body whose members are said to enjoy immunity as 
being in the diplomatic service of the Russian Govern- 
ment, just in time to defeat the order, and it is necessary 
therefore to see whether this was, in fact, effected.” 
Mr. Justice Talbot doubted whether the letter from 
Getze was a sufficient authority to make the transfer. 
But assuming it was authentic—what does the transfer 
of a bank account from a customer to another mean in the 
absence of an actual assignment? The order to transfer 
is revocable until the transferee assents to it—“‘ in truth, 
the bank never cease to owe the money to the transferor 
until they have actually disposed of it according to his 
instructions—that is, in this case, paid it to the trans- 
feree and borrowed it from him as their customer.” 
This ground of decision is of general importance and not 
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confined to the facts of this particular case. As Mr. 
Justice Talbot goes on to say : “‘ The mere entering in the 
banker’s books of a sum of money to the credit of A in 
consequence of a customer’s request to the banker to 
credit the money to A, gives no title to A and leaves the 
money still in the banker’s hands to the customer’s use.” 

A third case affecting Russian bodies trading in 
England is also reported in the June volume of the Law 
Reports (1932) Chancery 663—IJ re Russian and English 
Bank. This was a petition for the winding-up of the 
company by petitioners who had, in 1927, commenced 
an action against it for the recovery of a sum of £20,000. 
It was a disputed debt, but owing to the dissolution of 
the company by the operation of Soviet decrees, the action 
had to be dropped. The only remedy left open to the 
claimants was a petition for winding-up the company as 
an “ unregistered ’’ company under the Companies Act, 
1929, sec. 337. It was admitted that the company was 
dissolved before the coming into operation of that Act, 
and it was contended, in opposition to the petition, that 
the Act had altered the preceding law and that the Court 
had no jurisdiction to wind up the company as an un- 
registered foreign company which had a branch in 
England, which would, of course, operate upon any of 
its assets in England. It was also objected that there 
had been no adjudication upon the petitioners’ debt 
which was disputed, and that consequently the general 
rule that a disputed debt may not form the basis of a 
creditors’ winding-up petition should prevail. Mr. Justice 
Bennett decided against both contentions. He held he 
had jurisdiction and that the latest Companies Act had 
not altered the law it professed to consolidate in this 
respect. And, as to the disputed debt point, the learned 
judge, of course, recognized the validity of the general 
rule, but held that it should not be applied in this case, 
where the persons whose debt is disputed would otherwise 
be without redress. He pointed out that the mere fact 
that a petition is granted does not establish that the 
petitioners are creditors, and it would be the duty of the 
liquidators ‘“‘to find out the rights of the petitioning 
creditors and, if necessary, reject their claim.” 
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Appointments and Retirements 


Lloyds Bank. 


Mr. G. J. Green, Manager at Leeds, has recently 
retired. Born in 1870, he was educated at Ludlow 
Grammar School. His first banking experience was 
with the Worcester City and County Bank, which he 
joined in 1887. In March 1907 he became Manager of 
Lloyds Bank, Saltaire, and in 1913 was moved to Leeds 
as Assistant Manager. In 1917 he was appointed Manager 
at Blackburn, and in 1924 he returned to Leeds as 
Manager. He has had exceptional experience in branches 
in the North and Midlands, having worked permanently 
and temporarily in twenty-eight branches and managed 
permanently and temporarily in fifteen branches. He 
has held a number of important posts outside the bank 
during his stay in Yorkshire, including the Treasurership 
of Leeds, Skyrac and Morley Savings Bank and member- 
ship of the Court of Leeds University. 


Midland Bank. 


Mr. E. T. Parkes, Joint General Manager, has recently 
retired after fifty-two years’ service with institutions 
now forming part of the Midland Bank. Born at Willen- 
hall, Staffs, in 1865, he began his career in 1880 in the 
Walsall branch of the Staffordshire Joint Stock Bank, 
later amalgamated with the Birmingham Banking Com- 
pany. In 1889 he took up a new appointment at Roch- 
dale with the Oldham Joint Stock Bank, which was 
absorbed by the Midland nine years later. His first 
managerial appointment was at Manchester, in 1904, 
whence he later returned to Rochdale, and then to 
Oldham for thirteen years. When he came to London, 
in 1922, to take up his appointment as Joint General 
Manager, it could safely be said that he was one of the 
few men in London having intimate knowledge of all 
aspects of banking in its relation to the Cotton Industry. 
While in Oldham he was frequently consulted on matters 
of cotton-mill finance, and contributed a paper on the 
subject to the World Cotton Conference in 1921. He has 
also been an enthusiastic supporter of the Institute of 
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Bankers, on the Council of which he has served for several 
years. His public work in Lancashire extended into 
many fields, and included that associated with the office 
of Justice of the Peace in Oldham. 


Union Bank of Scotland. 


Mr. George H. Moritz, Head Office Manager, has 
recently retired. He was born in 1872 and educated at 
Bathgate Endowed Academy. He first entered the bank 
in 1885 at Bathgate, subsequently moving to Coatbridge, 
and then Leith, which he left in 1890 for Glasgow. In 
1900 he became an Inspector, and later Assistant Account- 
ant, Accountant, Secretary, and, finally, in 1920, Head 
Office Manager. He was a member of the Institute of 
Bankers by courtesy and not by examination. He also 
held the position of Hon. Treasurer of Glasgow and West 
of Scotland Seaside Homes, Dunoon. 

Mr. J. F. McCrindle, who has recently been appointed 
Manager of the head office in Glasgow, was born in 1874 
and educated at Allan Glen’s School, Glasgow. His first 
appointment was in 1889, when he entered the service of 
the bank at the Argyle Street branch, Glasgow. In 1907 he 
was moved to the London office as Assistant Accountant. 
In 1914 he returned to the head office, Glasgow, where 
he was appointed Chief Accountant, which position he 
now vacates to take up his present post as Manager. 

Mr. John D. Wink, who has been appointed Chief 
Accountant in place of Mr. McCrindle, was born in 1893. 
He first entered the bank in 1909 at Greenock, but moved 
to the St. Vincent Street branch, Glasgow, in 1913. In 
1914 he moved to head office, where he became an Inspec- 
tor seven years later. In 1925 he was appointed Assistant 
Chief Accountant. He is a member of the Scottish 
Institute of Bankers, having passed with distinction in 
1914. During the war he served with the Argyll and 
Sutherland Highlanders and Royal Engineers, serving in 
France from 1916-19. 
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American Banking Conditions 
By a Correspondent 


‘Ts financial crisis became increasingly severe 
in the United States during May when it appeared 
that Congress was at a hopeless deadlock in its 
efforts to balance the budget, that the credit expansion 
programme of the Federal Reserve System was failing, 
that the outflow of gold to Europe was reaching 
alarming proportions and that the securities markets, 
in their headlong decline, were bent on discounting 
nothing less than universal insolvency. This situation 
changed abruptly for the better during the closing 
days of the month and in the first week of June. 
Congress hurriedly enacted fiscal legislation to balance 
the budget, and banking and industrial leaders organized 
to help make effective the anti-deflation policy of the 
Federal Reserve, and to arrest the decline in security 
prices. 

After three months of intensive open-market opera- 
tions to increase the available supply of bank credit, 
officials of the Federal Reserve System were forced 
to conclude by the fourth week in May that merely 
pouring funds into the money market could accomplish 
little, so long as confidence, which would induce the 
banks to put the money to work, was lacking. Accord- 
ingly on May 19 Mr. George L. Harrison, governor 
of the Federal Reserve Bank of New York, announced 
the formation of a committee of twelve bankers and 
industrialists under the chairmanship of Mr. Owen 
D. Young “for the purpose of considering methods 
of making the large funds now being released by the 
Federal Reserve Banks useful affirmatively in developing 
business.”” The group, which represented the control of 
nearly $18,000,000,000 of resources, immediately took 
up the study of plans for arresting the deflation, but 
it was evident almost at once that little could be done 
so long as the source of infection, namely, the Con- 
gressional delay in balancing the budget, was unremedied. 

This state of affairs was forcefully disclosed to 
Congressional leaders over the holiday week-end at 
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the end of the month and, backed up by a strong 
message delivered to the Senate personally by the 
President, secured quick results from Congress. Within 
a week the tax bill had passed both houses and had 
been signed by the President, thus insuring that the 
budget would be balanced and relieving the financial 
community of its gravest concern. 

In the meantime committees similar to that headed 
by Mr. Young were organized in the other Federal 
Reserve districts, and in New York a group of twenty-two 
banks and banking-houses under the leadership of 
J. P. Morgan & Co. had organized a pool in bonds 
with an initial capital of over $100,000,000. The 
combination of these events made a tremendous im- 
pression upon financial sentiment and even before 
the bond pool had made its first purchases, which it 
did on June 7, a strong recovery in security prices had 
set in. 

In addition to sponsoring the plan for a bond pool, 
the Young Committee made arrangements whereby 
the New York Clearing House banks would place funds 
at the disposal of the Savings and Loan Associations 
of New York State so as to enable them to refinance 
the maturing mortgages of small home owners through- 
out the state. The Committee is continuing its studies 
and in co-operation with the groups formed in other 
Federal Reserve districts may be expected to advance 
further proposals for financial co-operation. 

The credit expansion programme of the Federal 
Reserve System now appears to be entering upon a 
less active phase so far as open market operations are 
concerned. The first period, lasting from February 24 
to April 6, was devoted to reducing member bank 
indebtedness and easing money rates through the 
purchase each week of $25,000,000 of United States 
Government securities. During the second phase open 
market purchases were stepped up to a rate of 
$100,000,000 a week with a view to rapidly piling up 
excess member bank reserves so as to bring pressure 
upon the commercial banks to increase their loans 
and investments. This policy was maintained for six 
weeks, at the end of which time excess reserves 
amounted to about $300,000,000 held almost entirely 
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by New York City banks. Since then the central 
banking system has contented itself with maintaining 
excess reserves at between $250,000,000 and $300,000,000, 
adjusting its open market purchases to amounts sufficient 
approximately to offset gold exports and fluctuations 
in the volume of money in circulation. As a result 
the weekly purchases have been somewhat reduced 
and in the week ended June I amounted to only 
$50,000,000. Between February 24, when the programme 
began, and June 1 the System increased its holdings 
of United States Government securities by $834,000,000, 
or from $741,000,000 to $1,575,000,000. 

The effect of these operations upon member bank 
credit has been disappointingly small. During the 
period mentioned total loans and investments of report- 
ing member banks in leading cities, representing about 
40 per cent. of the banking resources of the country, 
have actually declined by $590,000,000, although the 
New York City member banks, which are included 
in the compilation, showed an increase of $1,138,000,000 
in total loans and investments. Almost all this deflation 
occurred, however, during the first and least aggressive 
phase of the campaign. Between April 6 and June 1 
the decline in loans and investments reported by these 
banks amounted to only $57,000,000. New York City 
member banks between these last mentioned dates 
expanded their loans and investments by $1,227,000,000. 

It is evident that if the Federal Reserve System 
has not yet succeeded in bringing about an expansion 
in bank credit, it has at least arrested the decline, 
and in the case of the New York City banks which 
felt the full impact of the policy first, a substantial 
expansion of credit has taken place. Moreover, an 
analysis of the figures shows that almost the entire 
amount of the reduction in all loans and investments 
has been accounted for by the liquidation of loans 
against securities over which the banks have had little 
control. 

The outflow of gold proceeded at an accelerated 
pace during May and the early part of June. By 
June I monetary gold stocks of the country had been 
reduced to $4,106,000,000, a decline of $354,000,000 
since the first of the year and of $909,000,000 since 
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September 16 when, just prior to the suspension of 
the gold standard in Great Britain, the gold reserves 
of this country reached the record high level of 
$5,015,000,000. During the first week in June additional 
losses of over $100,000,000 took place, so that monetary 
gold stocks at this time will have been brought below 
$4,000,000,000. The movement would have occasioned 
deeper concern were it not evident that it has now 
nearly reached its limits. 

Foreign short-term balances have shown a pro- 
portionate reduction with the outflow of gold, and 
amounted at the beginning of June to a little over 
$900,000,000, of which less than $650,000,000 was 
held by European countries. The following table shows 
the exact amounts of foreign short-term balances in the 
United States at the beginning of June: 





Austria wid seas oan — di 5,462,000 
England o vr ais mee ... 166,518,000 
France on ees és ons «+» 229,842,000 
Germany... eda aa <3 - 33,656,000 
Hungary ae row ae wai na 1,573,000 
Italy ve baa ane “és sia 25,330,000 
Netherlands _ en a3 .. 27,113,000 
All others... eis _ es .. 156,748,000 

Total Europe ... ‘a shi ..- $646,248,000 
Canada as sake iii bait .» 107,722,000 
Latin-America ae at esi ..» 103,511,000 
Far East... an ane ona ev 44,919,000 
All others... ei Poe oor ed 13,660,000 

Grand Total ... wi Bias ... $916,060,000 


The figures include both private foreign balances 
and holdings of foreign central banks and governments, 
and are compiled from virtually all inclusive sources. 
They do not, of course, include gold earmarked for 
foreign account at the Federal Reserve Bank here, 
which amounted on June 7 to $437,500,000 and which 
has, of course, already been lost to the gold stocks 
of the country. Under the provisions of the Glass- 
Steagall bill the Federal Reserve System has excess 
gold reserves sufficient to repay all of these remaining 
balances in full in the form of gold without reducing 
its gold cover below the legal minimum of 40 per cent. 
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It is clear, however, that it will not be necessary to 
go to this extreme, since it is hardly to be expected 
that the entire amount of foreign balances will be 
withdrawn. The export movement has gone entirely 
to Europe, while Canada, the Far East, and to a less 
extent Latin-American countries have been shipping 
gold to this country. The most significant item is 
that of the French balances, and these have been 
substantially reduced since the figures were compiled. 
For that matter, so have all the others, and it is 
probable that by now total foreign balances in the 
United States are actually $100,000,000 below the 
above total, the reduction applying entirely to European- 
held balances. 

Money has continued extraordinarily easy so far 
as rates on prime short-term loans are concerned. 
Customers’ rates on commercial loans averaged 4:10 
per cent. during May as against 4-38 per cent. in April. 
Bankers’ bills continue to be quoted at {§ per cent., 
while short-term Treasury securities, as a result of 
the glut of money and the concentration upon these 
issues of the Federal Reserve’s open market purchases, 
have been reduced to a yield of 4 per cent. in the case 
of outstanding issues having three months to run, 
while new go-day bills have been taken by the market at 
an average yield of 0-29 per cent. 

The threat of unwise legislation by Congress, either 
in the direction of currency inflation or banking “‘ reform,” 
which appeared so ominous a short time ago, has now 
been dissipated. It is now considered extremely un- 
likely that the present Congress will have opportunity 
to act upon Senator Glass’s banking bill or that the 
proposal for issuing $2,500,000,000 of currency to 
veterans of the World War in the form of a bonus 
will be approved, even if it is brought to a vote. The 
Goldsborough Bill, recently passed by the House of 
Representatives, which would have imposed a mandate 
upon the Federal Reserve System to increase the 
purchasing power of the dollar to the average level 
prevailing from Ig2I to 1929, has been rejected by 
the Senate Banking and Currency Committee. Senator 
Glass proposed as an alternative that National Banks 
should be permitted to issue currency against govern- 
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ment bonds in an amount equal to their capital, but 
since not even the author of this measure appears to 
take it seriously there is little likelihood of the proposal 
being adopted. 





French Banking 
By a Correspondent 


HE results of the General Election which, as is 
known, have shifted the balance of the French 
Parliament towards the Left, have not affected the 
money market to any great extent. Still, the success of 
the Socialist party has caused some temporary distrust 
and uneasiness in financial circles, as the experience of 
1926, when the Government which was based on Socialist 
support was unable to remedy the financial troubles 
and to check the depreciation of the franc, is still remem- 
bered. The possibility of the return of the Government 
of the Cartel has naturally provoked fears among French 
capitalists. Immediately after the election there was a 
firmer tendency in the money market. The volume of 
funds offered, which was until then abundant, declined, 
and it became more difficult to find lenders. The market 
rate of discount also rose, but the rise was not very 
substantial, and in spite of the decline of the supply of 
funds, the money market remained relatively easy. 
These fears, however, were quickly dissipated when 
it became evident that although the Socialist party had 
increased its seats in the Chamber, it would not participate 
in the Government, and would not possess a controlling 
influence upon the policy of the new Government. The 
funds which were provisionally withdrawn, found their 
way once more into the money market. Money rates 
declined, and the easier trend became accentuated as 
soon as events had proved that although the new Govern- 
ment is more radical than its predecessor, it did not 
apply for Socialist participation. M. Herriot declared 
himself against the application of most of the measures 
proposed by the party of M. Blum, and the latter has 
none the less supported him with 129 votes on the 
occasion of the statement of the policy of the new Govern- 
ment. Owing to the aggressive attitude of the late 
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Prime Minister, M. Tardieu, the Government received 
384 votes against 115, but it seems probable that even 
in the absence of Socialist support, M. Herriot will have, 
nevertheless, a majority based more upon the parties of 
the Right, especially if his policy will continue to serve 
the vital interests of the country. 

The situation of the money market has improved, 
and at the end of May money rates were even lower than 


at the end of April, as is shown by the following table :-— 
End of End of End of 
March, April, May, 








1932 1932 1932 
—_— 0/ of 
/O /0 /O 
Market rate of discount i .. If 12 1} 
Call loans . 1} I I 


Loans on Bons de la Défense Nationale: 
Rates of the Caisse des dépé6ts— 


I month ay .. 24 2} 2} 

3months .. is i co 2 24 24 
Market rates— 

I month 1} I I 

3 months .. - “e 1 $5 I 1;°; 

Rates of Loans on Securities : 

Quoted at the Parquet .. 4 1 4 
Quoted at the Coulisse ‘s << 2 4} 4} 


The market rate of discount declined during May 
from 12 per cent. to 14 per cent. The rate of loans on 
Bons de la Défense Nationale, which rose to 1} per cent. 
after the election, declined to 1 per cent. The other 
rates remained unchanged. Day-to-day money is quoted 
at x per cent., but the volume of business was very 
restricted, and the stability of the rate does not indicate 
the tendency of the market. 

The decline of rates after the elections took place in 
spite of the issue of 3 milliard francs of Treasury bills. 
The Government, whose cash supplies have become 
depleted, considered it necessary to draw upon the 
resources of the money market in order to meet end of 
May maturities. The rates at which the issue was made 
were the following :— 


3 months Treasury bills .. I? per cent. 
3-4 months aes rer ic: a 
4-6 months si a ae 
6-8 months - i —— so 
over 8months .. he oe SE we 
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The issue was a complete success, as within twenty- 
four hours it had been fully covered by subscriptions 
on the part of the banks. It is true that the rates allowed 
by the Treasury were much too high, but it is also true 
that the issue was made on May 13 at the time when the 
effects of the election results were still operative. Still, 
the Treasury might have easily obtained more favourable 
results, and it appears that in this case the Government 
was inadequately informed as to the conditions prevailing 
in the money market. Indeed, the 3-months Treasury 
bills which are eligible for rediscount with the Bank of 
France might easily have been placed at 1} per cent. or 
even 1} per cent. instead of the 1? per cent. allowed by 
the French Treasury. 

This operation, which resulted in the withdrawal of 
3 milliard francs from the market, has failed to provoke 
any stringency. This is explained partly by the excep- 
tional abundance of idle funds which exists in France 
and partly because the Treasury, which had to meet 
substantial maturities, did not keep the funds received 
for very long, but restored them to the market almost 
immediately. The returns of the Bank of France, which we 
publish on the next page, do not indicate any substantial 
increase in the Treasury balances. 

Between the end of April and the end of May 1932 
the Treasury balances with the Bank of France increased 
only from 94 millions to 536 millions, in spite of the excep- 
tional receipt of 3 milliard francs on May 13. That 
amount did not remain very long with the Treasury. 
Its return to the market has produced a favourable 
effect upon rates, especially as it coincided with the 
restoration of confidence temporarily affected by the 
election results. Easy money conditions were indicated 
also by the fresh decline in discounts from 4,958 made in 
April to 4,426 made in May. Since the end of January 
this item has declined by over 2 milliard francs. It is 
true that this decline is due in part to the crisis which 
resulted in a reduction of credit requirements, but it 
was due also to the fact that borrowers are now in a 
position to obtain facilities outside the Bank of France. 

As a result of easy money conditions the rate on 
2-years Bons de la Défense Nationale was reduced from 
3 per cent. to 2? per cent. This measure, which was 
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End of End of End of 











March, April, May, 
1932 1932 1932 
(In millions of francs) 
ASSETS. 
Gold reserve .. “s a .. 76,832 77,862 79,470 
Foreign exchange reserves (total) .. 12,425 11,532 8,734 
of which : 
Available at sight .. 7. is 3,849 4,693 4,474 
On notice .. bg ni 5 8,576 6,839 4,260 
Discounts (total) rr na és 5,028 4,958 4,426 
of which : 
Bills on France os in .. 4,820 4,690 4,159 
Bills on foreign countries .. a 207 268 2607 
Advances on bullion .. “a ye 1,312 1,519 1,482 
Advances on securities ‘“ ‘“ 2,716 2,735 2,700 
Negotiable bills of the Caisse 


Autonome 6,881 6,881 6,881 


LIABILITIES. 
Note circulation - .. 81,732 82,774 81,418 
Current accounts and deposits (total) 28,489 27,937 27,500 
of which : 


Treasury .. i a $4 169 94 530 
Caisse Autonome .. a si 3,358 3,017 2,896 
Private accounts .. ‘“ .» 24,444 24,434 23,667 
Sundry ei i a e 519 392 461 
Total of sight liabilities ad .. I10,27I  I10,7II 109,978 
Percentage of note cover... .. 69°67 70°33 72°Q2 


justified by money market conditions, was taken also in 
order to facilitate conversion operations. It would not 
be surprising if the new Government, which aims at 
reducing expenditure to attain budgetary equilibrium, 
attempted to convert the 6 per cent. and 5 per cent. 
Rentes, and would to that end aim at the gradual reduc- 
tion of rates on long-term loans. 

The policy of liquidating the foreign exchange holdings 
of the Bank of France entered on its final stage in June. 
All dollar reserves have been disposed of, or converted 
into gold. The rapidity with which the Bank of France 
carried out the conversion of its balances indicates its 
determination to abandon the system of the gold exchange 
standard, which it adopted by the force of circumstance 
in August 1926. The return to the gold bullion standard 
has met with practical difficulties, but it may be stated 
that its first stage has been accomplished. Within nine 
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months, from the end of September 1931 to the end of 
March 1932, the deflation of the foreign exchange reserves 
of the Bank of France amounted to 80 milliard francs. 
The last Bank Return does not yet indicate the substan- 
tial transactions carried out in New York, and it is 
reasonable to assume that the returns for June and July 
will still show foreign balances reduced to about 5 milliard 
francs. This amount will only include sterling balances 
and claims in gold currencies representing credits granted 
to central banks in difficulties. The fact that the Bank of 
France has retained temporarily a certain amount of 
sterling is explained undoubtedly by the guarantee 
given by the French Treasury in accordance with the 
agreement concluded on December 24, 1931. As is 
well known, on June 24 and December 24 of each year, 
until its privilege expires on December 31, 1945, the 
Bank is to revalue its sterling balances on the basis of 
the exchange rates prevailing during the previous fort- 
night, and adjust accordingly the amount of Treasury 
bonds representing the loss on the exchange. It is prob- 
able that the Treasury and the Bank consider it to be in 
accordance with their interests not to liquidate at present 
their reduced sterling balances. With sterling at Fcs. 93 
the Treasury has reason to expect to profit, as the original 
loss for which it assumed responsibility was assessed at 
the exchange rate of Fcs. 86. At the same time the 
Bank of France is perhaps desirous of retaining a certain 
amount of productive assets at a time when its other 
productive assets have declined considerably. 

The main result of the liquidation of foreign exchange 
balances has been the increase of the gold reserve, which 
rose from about 60 milliard to about 80 milliard francs, 
due mainly to withdrawals from the United States. 
The central banks of France and the United States 
possess now an approximately equal gold reserve. From 
a monetary point of view it is perhaps not unfavourable 
that the first stage of gold redistribution should have 
been between continent and continent pending a further 
natural redistribution which will be made possible by an 
improvement in the economic and financial situation of 
European countries. 

While the Paris market is liquidating its foreign 
exchange reserves, the London market is engaged in 
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reconstructing its foreign exchange holdings as a result 
of the speculative movement in favour of sterling, and of 
the repayment of certain foreign debts as well as various 
other national and international factors. In financial 
circles, however, it is not believed that the Bank of 
England’s new foreign exchange reserves will assume the 
size comparable with those of the Bank of France during 
the past year. The Bank of England’s balances are 
estimated at about 6 milliard francs, of which 4 milliards 
are held in French francs, and the rest in dollars and other 
gold currencies. It is true that several French experts 
have put forward an estimate of 10 milliard francs, but 
this figure is now considered exaggerated. The general 
deflation of private credits, and the difficulty of placing 
funds in the few markets which have remained sound, 
explains why the British accumulation of foreign ex- 
changes has been checked, and why the experience of 
France cannot be repeated in favour of the London 
market. This ought to be regarded as gratifying from 
the point of view of Europe, which would eventually 
suffer in consequence of the exaggerated increase of 
floating credits in the same way as between 1926 and 
1928. This at least is the opinion held in France. 

Owing to the substantial import surplus and the 
decline of invisible exports it is believed that the gold 
reserve of the Bank of France will not remain for very 
long at the high figure which it has attained as a result 
of the disorganization of world currencies through a loss 
of confidence. In France the price-level and cost of 
production have remained high, and export trade is 
therefore paralysed. The President of the Association 
of Economic Expansion has underlined this in a letter 
addressed to M. Herriot. On the other hand, the other 
European countries, especially those with a depreciated 
exchange, do not find it difficult to compete with French 
producers. This circumstance, together with the with- 
drawal of foreign capital which has taken refuge in Paris, 
will eventually reduce the gold reserve of the Bank of 
France considerably. The present figure of its gold 
reserve should not, therefore, mislead anybody, as part of 
the amount has to be regarded as being held only tem- 
porarily on foreign account. 
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German Banking Conditions 
By a Correspondent 


HE problems upon which the attention of German 
financial circles was focussed during the four weeks 
preceding the Lausanne Conference were not the 
future of reparations, but those of German external 
commercial debts and the German currency. German 
public opinion is concerned only with the developments 
of the immediate future, and from that point of view 
reparations do not come into the picture at all. It is 
taken for granted that Germany will not pay any more 
reparations. The question of interest and redemption 
of commercial long-term and short-term indebtedness 
has, however, come to the front once more in connection 
with the failure of Dr. Bruening’s Government. Needless 
to say, the fears that the change of Government would 
mean the end of the stability of the reichsmark have 
by now been completely allayed. Dr. Bruening resigned 
on May 30, and on that day, and especially on the follow- 
ing day, there was a violent rise in shares and a sharp 
decline in Government securities. The public sold fixed- 
interest-bearing securities, for fear that their value would 
decline as a result of the depreciation of the currency, 
and bought shares on the assumption that they are more 
likely to preserve their value. As is well known, the pur- 
chase of foreign exchanges or securities is forbidden; 
experience with the purchase of houses, commodities or 
jewels during the last year has been none too favourable ; 
thus, shares are the only possible investment for people 
who, with the memories of the inflation of 1919-23 
still in their mind, are anxious to avoid a depreciation of 
their capital. 

In the meantime, the gold and foreign exchange 
reserves of the Reichsbank have further declined. On 
June 7 the Reichsbank possessed 986 million reichsmarks 
of gold and foreign exchanges, but this amount includes 
foreign short-term credits of 588 million reichsmarks. 
One of these credits, the original amount of which was 
$100 millions, and which was granted by the Bank for 
International Settlements, the Federal Reserve Bank 
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of New York, Bank of France, and Bank of England, has 
just been renewed until September 4. The Reichsbank 
had to repay last spring $10 millions of this credit, 
and according to the new agreement will have to repay 
another 10 per cent. should its foreign exchange reserve 
show an increase. The other foreign credit of $50 millions, 
which was concluded by the Gold Discount Bank on 
account of the Reichsbank in the United States last year, 
expires on July 1. Its renewal is imminent, but the 
Reichsbank will have to agree to the repayment of part 
of the amount. The credit of $125 millions arranged for 
the German Treasury by a banking group headed by 
Lee Higginson & Co. in 1930 is falling due next autumn. 
It was renewed on the condition that in the course of the 
summer the Government will repay an amount of 50 
million reichsmarks, and the Reichsbank will transfer 
this amount into foreign currencies. There is another 
substantial foreign exchange liability falling due this 
year, for the American loan of $25 millions of the Deutsche 
Bank und Disconto-Gesellschaft will mature in September. 
As is shown by the fact that the loan is quoted in New 
York at 68, the creditors do not expect cash repayment, 
but the loan is not likely to be prolonged without part 
payment in cash. At the same time, the Reichsbank 
hopes that the creditors under the Standstill Agreement 
will not demand any further repayment until the end of 
the Agreement on February 28, 1933. The creditors’ 
committee will meet in London at the beginning of July, 
but on the basis of the text of the Agreement it is not in 
a position to insist upon any further repayment. 

The Reichsbank has up to now assumed responsibility 
for the transfer of interest on the German external debts. 
Although the export surplus showed a decline, its proceeds 
were sufficient to cover the interest requirements, and 
it is hoped that this will remain the case also during the 
next few months, thanks to the fact that the Standstill 
creditors have reduced their interest rates. The liquidity 
of the London, New York, Amsterdam, etc., money 
markets was thus beneficial to Germany. In December 
last, the Standstill credits represented a burden of 9 to I0 
per cent. on account of interest. By the beginning of 
June, however, an agreement was concluded with most 
creditors, fixing the average interest rate at 6 per cent. 
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British creditors receive 2 per cent. above Bank rate, 
with a minimum of 6 per cent. Dutch creditors receive 
a rate of 4 per cent. above the Amsterdam market rate 
of discount on acceptance credits, and 6 to 6} per cent. 
on unsecured advances. There is a similar arrangement 
also with Swiss banks, but so far no agreement could be 
reached with the American bankers. The highest rate 
of interest which the Reichsbank is prepared to undertake 
to transfer abroad is 7 per cent. 

In spite of the reduction of interest rates, the Reichs- 
bank has to find 75 million reichsmarks per month for 
the interest service of long-term and short-term debts. 
Whether that will remain possible in the long run will 
depend upon the development of the trade balance. 
Unfortunately, the export surplus underwent a marked 
decline during the last few months, as is shown by the 
following figures :— 

I-xport* Import Surplus 
Millions of Reichsmarks. 
Monthly average : 


1930 .. 7” es -. 944 866 78 

I93l .. ‘i “a . 7 561 206 
December 1931 .. i «a Ba 488 224 
January 1932 .. oe .. 530 440 99 
February 1932 .. a « 52 441 86 
March 1932 be 5 so $26 364 152 
April, 1932 - os <- a 427 45 


* Excluding deliveries in kind on account of reparations. 


In order to improve the trade balance, it is proposed 
from many quarters to reduce imports. It is, however, 
unlikely that this could be carried out, as an increase of 
customs tariffs and import restrictions usually provoke 
retaliation on the part of foreign countries, and reduce, 
therefore, not only imports, but also exports. 

Apart from the changes in the gold reserve, the 
development of the Reichsbank return cannot be said 
to be unsatisfactory. 

31 30 31 29 31 31 
May April Mar. Feb. Dec. May 
1932 1932 1932 1932 1931 1931 
Millions of Reichsmarks 
Gold and Foreign 

Exchanges .. 991 g89 1,021 1,077 1,156 2,576 
Discounts .. .. 3,266 3,454 3,007 3,671 4,487 1,983 
Note Circulation .. 5,990 6,200 6,254 6,253 6,679 5,873 
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Bills rediscounted by the banks, industrial and com- 
mercial enterprises have declined steadily during the 
current year. The note circulation has also declined ; the 
hoarding of notes is not excessive, as is shown by a 
comparison with the figures of last year. The discounts 
of the Reichsbank are, of course, still much higher than 
a year ago, as the Reichsbank had to replace part of the 
foreign funds withdrawn from Germany last year. The 
improvement of the situation is also indicated in the 
monthly returns of German private banks. The item of 
creditors of the leading German banks, which declined 
last year from 12,500 million reichsmarks to 7,500 
million reichsmarks, has shown steadiness since the end 
of November 1931. At the end of April last this item 
amounted to 7,539 million reichsmarks. The same ten- 
dency is noticeable in smaller banks and savings bank 
deposits. The latter declined last year from 11,200 million 
reichsmarks to 9,750 million reichsmarks, and amounted 
to 9,950 million reichsmarks at the end of April 1932. 
Although the cash reserves of German banks are still 
small, their liquidity has been raised by a reduction of 
their indebtedness with the Reichsbank. In this connec- 
tion, the Berlin money market also shows a more favour- 
able picture, even though the decline of money rates did 
not continue during the last four weeks. The market 
rate of discount was about 4? per cent. between the 
middle of May and the middle of June. Day-to-day 
money fluctuated between 5 and 54 per cent., and prime 
commercial bills were quoted at about 5} per cent. It is 
still very difficult to obtain money for periods exceeding 
three months, and the German banks continue to charge 
at least 8 per cent. on their advances. 


The Situation in Switzerland 


By a Correspondent 


N June 1, 1932, Switzerland celebrated the fiftieth 
anniversary of the opening of the Gothard Railway 
connecting Northern Europe with Southern Europe. 

This great work opened a new era in the development of 
the country. In the course of these fifty years the 
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economic structure of Switzerland has become com- 
pletely transformed. The activities of the country have 
developed in an international sense. Its export industries 
have secured its working classes a high standard of living. 
The Swiss banks have developed rapidly, and have estab- 
lished an important position in international finance. 
As a result, the crisis did not find Switzerland unprepared. 
At the same time its gravity and its prolongation have 
made heavy inroads in the national reserves, and the 
general situation during the first half of 1932 shows a 
considerable deterioration as compared with the corre- 
sponding period of the previous year. 

It is becoming increasingly evident that import 
restrictions of the surrounding countries are constituting 
unsurmountable obstacles to Swiss trade. Financial 
warfare continues unabated. In such circumstances it 
was necessary to sacrifice the principles of free trade (up 
to now the Swiss Customs tariffs were of purely fiscal 
character), to impose certain restrictions, and to give 
certain branches of agriculture direct or indirect subsidies. 
Up to now these palliatives have not had very marked 
influence on foreign trade, which continues to decline, 
especially as far as exports are concerned. During the 
first five months of 1932 these amounted to only 358 
millions against 600 millions for the corresponding period 
of 1931. Imports have declined during the same period 
from 91g millions to 761 millions. The trade balance of 
Switzerland shows normally an import surplus which is, 
however, easily counteracted by invisible exports. At 
present, however, the hotel industry is quiet, and the 
profit on banking has disappeared, so that Switzerland 
is having to live on her reserves. 

In order to remedy this situation various measures 
have been proposed, without which the devaluation of 
the currency might have easily become a subject of con- 
sideration. The Federal Council, which was approached 
with such suggestions in order to reduce the cost of pro- 
duction for industries and hotel charges, and at the same 
time to reduce the burden of the public debt and mortgage 
debts, has rejected the idea of inflation. Switzerland is a 
country of capitalist democracy composed mainly of 
small capitalists; and it is desirable that they should 
retain their confidence in saving. The Federal Council 
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has decided, therefore, to make every sacrifice to maintain 
the gold currency stable. “‘ The nobility of our franc is a 
source of wealth which we want to conserve, and shall 
be able to do so,” declared M. Musy Federal Councillor, 
Chief of the Department of Finance. 

At the same time it is necessary for Switzerland, where 
the cost of living is considerably higher than elsewhere, to 
establish contact with world prices, and to adjust internal 
costs of production with market prices abroad. The 
Federal Council has decided to inaugurate a systematic 
policy of deflation. The operation will be difficult, but 
will not be beyond the capacity of the Swiss nation. The 
plan which the Federal Council wants to follow comprises 
the control of prices by public opinion, rejection of any 
new taxation, budgetary economies, reduction of wages, 
salaries and pensions, decline of rents, reduction of rates 
on long-term loans, etc. 

The Swiss money market continued during the first 
six months of 1932 to display a very easy tone. The 
demand for long-term loans on the part of the industries 
has remained restricted, but public co-operations have 
carried out important conversion operations. The Swiss 
Confederation issued two loans of 34 per cent. totalling 
300 million francs replacing loans bearing interest of 
44 per cent. The leading banks continue to pursue their 
policy of liquidity, and the situation of the Swiss National 
Bank increased from 595 millions at the beginning of 
1930 and amounted to 2,284-9 millions on June 7, 1932, 
while its note circulation only increased from 912-3 
millions to 1,511°5 millions. Total note circulation and 
sight liabilities are covered by gold and gold currencies 
up to 97-62 per cent. 

The Swiss National Bank celebrated on June 20, 1932, 
its twenty-fifth anniversary. During a quarter of a 
century the Swiss National Bank displayed a remarkable 
ability of adapting itself, thanks to the competence and 
prudence of its management. As the guardian of the 
national currency, the Swiss National Bank enjoyed well- 
deserved confidence in Switzerland as well as abroad. 
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Bank for International Settlements 


OR the B.LS. the last few weeks have been 
EF ominously quiet, pending the opening of the 

Lausanne Conference. In the absence of news of 
fresh developments, it has amused some of the more 
romantic elements of the Press to portray the B.I.S. as 
anxiously awaiting the doom which Lausanne will bring 
to it; while others, going to the other extreme, have 
hinted discreetly at schemes to be put forward by the 
B.I.S. delegation at Lausanne which would revolutionize 
the monetary system of the world. Such pictures are, 
of course, very wide of the truth. For in the first place 
the Lausanne Conference is fundamentally a political 
affair, at which the B.I.S. is not officially represented, 
although it will willingly co-operate if invited to assist 
in the work of committees of experts on monetary 
affairs. Historically it might perhaps claim to be the 
grandfather of the Conference, in that it was in response 
to the very strong appeals of the bankers, first of the 
Wiggin Committee and later of the Young Plan Advisory 
Committee, that this Conference was called. But that 
for the present is the only official connection. 

It is too early yet to attempt any kind of prophecy 
of what will come out of Lausanne, but it seems safe to 
say that whatever measure of agreement may be reached 
as regards inter-governmental debts or tariffs, it will 
only be a start on the great road to recovery and that 
much more will remain to be done in the field of inter- 
national monetary co-operation. For the problem to-day 
is not merely that of the writing down or even of the 
cancellation of debts; there is also the other even more 
difficult question of the re-establishment of the debtors, 
who must be given the opportunity at least to earn the 
money they require to meet their remaining obligations. 

With this general conception of future developments 
the B.I.S. has recently been carrying on an intensive 
study of the theoretical and practical aspects of the 
problems connected with international credit and finance. 
Special attention is being given to the question of open- 
market policy, and its effect not only on the market 
concerned, but also on the international money market. 
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The very interesting papers read by Professor Sprague 
and others at the annual meeting area further indication 
of the lines on which the B.I.S. is working. 

For the present, however, nothing more definite can 
be said than that though the bank is forced to await 
events, it is doing its best to prepare the way for more 
concrete action if and when the politicians have played 
their part. 

Of current affairs the only event of importance has 
been the renewal for a further three months of the 
Reichsbank credit. The terms of the renewal are the 
same as before except for the addition of a rather com- 
plicated clause, the effect of which is to define the sum 
which will become repayable when the present renewal 
falls due on September 4. The clause is thus rather an 
anomaly in that while it purports to strengthen the 
claim of the creditors to repayment, it can also be read 
as a tacit admission that even if the position of the Reichs- 
bank were to improve during the next three months, the 
great bulk of the credit would again have to be renewed 
for a further term. For this reason, then, this clause 
need not give rise to anxieties as to the future. 

It remains only to record that at the meeting of 
June 12 the Board accepted the appointment by the 
Bank of England of Sir Otto Niemeyer to take the place 
vacated by the resignation of Sir Charles Addis. Sir Otto 
needs no introduction to the London banking world, 
but the special importance of his appointment lies in the 
fact that he is also a member of the Financial Committee 
of the League of Nations and thus represents the first 
official link between these two international bodies. 

Sir Charles Addis’s resignation has been accepted 
with very real regret by his colleagues on the Board, who 
had grown to respect his judgment and ability and to 
appreciate his tactful and restraining influence in their 
counsels. 
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International Banking Keview 


HOLLAND 


HE Dutch Chamber has passed a bill providing for 
| the covering of the loss sustained by the Nether- 
lands Bank last year as a result of the depreciation 
of its sterling balances. In the course of the debate 
there has been a great deal of criticism about the attitude 
of the Bank of England. It was stated that the Nether- 
lands Bank repeatedly received reassuring reports from 
the Bank of England as to the latter’s determination 
to maintain sterling at par. The Dutch Government has 
made representations to the British Government for 
the recovery of the losses suffered. In its reply the 
British Government stated that it greatly regretted the 
losses suffered by the bank, but that after the fullest 
and most sympathetic consideration of all the circum- 
stances they found it impossible to accord any preferen- 
tial treatment to the sterling assets of the bank. 

In banking circles in London the attitude of the 
Dutch authorities towards the losses on-the Netherlands 
Bank’s sterling balances has been subject to a fair amount 
of criticism. Every other central bank has regarded 
its losses on its sterling balances as the inevitable 
consequence of circumstances over which the British 
authorities had no control. Although some of them had 
considerably larger sterling balances than the Nether- 
lands Bank, and others who had smaller balances could 
less afford their losses than that bank, none of them have 
made any protest or formed any claims on account of 
their losses. The Dutch attitude is regarded as all the 
more unjustified as the immediate cause of the suspension 
of the gold standard was the withdrawal of funds from 
London on Dutch account. During the fateful week 
ending September Ig it was the gold efflux caused by 
these withdrawals that provoked an accentuation of the 
flight from the pound, and the Dutch withdrawals were 
thus the direct and immediate cause of the collapse of 
sterling which has inflicted losses on the Netherlands 
Bank. In banking circles the Dutch claim for compensa- 
tion is thus regarded as being entirely without foundation, 
either from a legal or from a moral point of view. It is 
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only calculated to affect unfavourably the friendly 
relations between the two centres. 


BELGIUM 


The Finance Committee of the Belgian Chamber has 
adopted a bill concerning an agreement between the 
Government and the National Bank of Belgium as to the 
latter’s losses on its sterling balances, which amounted to 
£12,643,079 on September 21, 1931. The Government 
will allocate to the National Bank bonds to an amount 
equivalent to the latter’s losses calculated on the basis 
of the exchange rate prevailing on June 24, 1932, less the 
amount of interest earned on the balances and on the 
bank’s foreign exchange reserve obtained out of the 
proceeds of the stabilization loan. Within twelve months 
the net loss must be definitely established by the realiza- 
tion of the sterling reserve, part of which has already 
been sold. The bank will contribute towards the redemp- 
tion of the Government bonds to the extent of 60,000,000 
francs through the revaluation of its premises in its 
balance sheet to 155,470,000 francs, and through the 
allocation of 10 per cent. of the shareholders’ part in the 
net profits. Moreover, the bank will acquire Belgian 
Government bonds issued in terms of foreign currencies 
up to an amount not exceeding 500,000,000 francs if and 
when it can do so at par. The interest and capital 
appreciation of these bonds will be also used for the 
redemption of the Government bonds obtained for cover- 
ing the exchange losses. 


SWEDEN 


The details of the bill introduced by the Swedish 
Government into the Riksdag on May 21 as to note issue 
are now available. It is proposed that the Riksdag 
should authorize the Government to give the Riksbank 
permission while the Riksdag is not sitting to increase 
its note issue. Further, the conditions for this permission 
shall no longer be extreme emergency, such as war or the 
danger of war or a grave monetary crisis. In future it 
will be sufficient that the step shall be regarded as being 
rendered necessary by extraordinary circumstances. 
Finally, it is proposed that the maximum amount of 
extraordinary note issue shall be increased from 
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125,000,000 kronor to 350,000,000 kronor. The preamble 
to the bill includes a memorandum from the board of the 
Riksbank stating that they consider it desirable to make 
the note issue less dependent upon the amount of the 
gold holding. It is not likely that actual use will be 
made of the new powers in the near future, as the note 
issue has been falling off lately, while the foreign exchange 
of the Riksbank has been rising. In fact, the reduction 
of the Swedish Bank rate from 4} per cent. to 4 per 
cent. shows that the situation is strong, and that the 
adverse tendencies brought forth by the Kreuger crisis 
are well under control. As, however, the Riksdag only 
sits for five months in the year, it was necessary to 
enable the Government to grant the authorization 
without the Riksdag’s consent. In future, when Parlia- 
ment is not sitting, it will be sufficient to have the applica- 
tion of the Riksbank for an increase endorsed by the 
Commissioners of the National Debt. 

It is characteristic of the optimism now prevailing in 
Sweden that the Government has just introduced a bill 
providing for the suspension of the Riksbank’s lability 
to buy gold at a fixed price. As at present gold commands 
a substantial premium in Sweden, no one is likely to 
offer any to the Riksbank at par, so that the danger of a 
gold influx, such as Sweden experienced during the war, 
is by no means imminent. As, however, the preamble of 
the bill points out, in these days we experience frequent 
turns of the tide, and the authorities are desirous of 
safeguarding themselves against the possibility of an 
unwanted inflow of gold. 


DENMARK 


The reports as to the negotiations between the Danish 
National Bank and the Bank of England for a sterling 
loan of £2,000,000 have been denied. Undoubtedly the 
Danish authorities would require a certain amount of 
support, as the Danish trade balance has been adversely 
affected by import restrictions introduced in a number of 
countries. In order to maintain the stability of the krone 
in relation to sterling, the Exchange Office of the National 
Bank had to ration the supply of foreign exchanges to 
importers, and applicants had to wait sometimes for 
weeks before their requirements were met. According toa 
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Copenhagen report, there were at one time in the banks of 
Copenhagen unfulfilled exchange applications amounting 
to some 60 million kroner. It seems that most importers 
applied for larger amounts than they actually needed, with 
a view to making sure of obtaining something. 


AUSTRIA 


Negotiations conducted for a definite settlement of 
the outstanding differences between the creditors of the 
Creditanstalt and the Austrian Government have not 
succeeded in arriving at an agreement. The creditors’ 
representatives have left Vienna, and for the time being 
negotiations have been suspended. The proposal made 
from the Austrian side that the creditors should accept 
as part settlement of their claims the various assets of 
the Creditanstalt in the Secession States were found 
unacceptable, as the creditors are anything but anxious 
to become owners of various factories and commercial 
enterprises in Yugoslavia, Roumania, Czechoslovakia, etc. 
Moreover, the amount at which these assets have been 
valued was also considered to be well in excess of their 
present value. The Austrian Government’s offer of 
repayment during a long series of years was also found 
unacceptable by the creditors’ representatives. From 
the Austrian side the claim was put forward that when 
the Austrian Government undertook in June, 1931, to 
guarantee the liabilities of the Creditanstalt, it was on 
the understanding that it would receive support from 
abroad. Such support was, however, not forthcoming so 
far, and the National Bank has not yet received even the 
credit of 60 million schillings promised by the Bank of 
France. It was contended, therefore, that any arrange- 
ment for a definite settlement of the Austrian Govern- 
ment’s liabilities arising out of the Creditanstalt affair 
has to be connected with the granting of the credit 
promised. 


CHILE 
The political troubles in Chile during the first half of 
June have caused considerable uneasiness as to the 
banking situation in that country. The first step of the 
revolutionary Government during the short term of its 
reign was to convert the central bank of Chile into a 
E2 
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State bank. A few days later it was announced that 
the State bank would be established independently from 
the central bank, while the latter would remain the 
property of the shareholders. Before the relations 
between the two institutions could be defined, the 
counter-revolution took place, and the moderate Socialist 
Government of Senor Davila took over the power. 
During the reign of the extremist Government foreign 
businesses operating in Chile were called upon to convert 
their foreign deposits into Chilean currency. It was 
feared that these and similar measures might inflict 
heavy losses upon the banks and their customers. For- 
tunately, the moderate Government which has succeeded 
the revolutionary Government of Colonel Marmaduke 
Grove is desirous of respecting foreign property, and is 
not likely to resort to such arbitrary measures. 





Banking Reviews 


English Reviews 


NDER the title ‘‘ An Expansive Monetary Policy ”’ 
| | the MIDLAND BANK review for May—June examines 

the probable effects of the present low Bank rate. 

The writer points out the immediate savings 
which will accrue to the Government from the fact 
that its borrowings on Treasury Bills can be effected 
at such a low rate of interest, and the ultimate savings 
which will be possible if a War Loan conversion scheme 
can be carried through in the early future. He shows, 
however, that these savings can do little to reduce 
the rate of taxation and that this can be done solely 
by broadening the base of taxation, i.e. by increasing 
the profits of industry. This, he considers, is almost 
certain to come about if a cheap money policy can 
be ensured for a sufficiently lengthy period and if there 
is sufficient confidence in the restoration of prosperity. 
This last proviso may, however, vitiate the chain of 
reasoning which this writer follows. He realizes that 
the failure of the Federal Reserve banks to increase the 
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lending powers of the American banking system is due 
in part to the lack of confidence in that country, 
but he considers that the depression in this country 
has had a far less serious psychological effect. This 
may be correct, but it is difficult to see how monetary 
policy can stimulate industrial activity in any country 
until some settlement has been reached concerning the 
problems of war debts and tariffs. 

The article in BARCLAYS BANK review for June, 
entitled “‘ Lausanne,” is more pessimistic in tone than 
the article discussed above; yet we cannot help feeling 
that it is more in accordance with the facts. The 
writer says:—‘It is clear that however abundant 
and cheap credit may be, it will not be used until 
confidence is renewed.’’ Moreover, he points out that 
one country acting alone cannot force up world prices. 
He assumes that the cancellation of war debts is 
impossible at present and discusses the extension of 
the moratorium, concluding with the words :—‘ There 
is little likelihood of confidence being restored until 
definite evidence is forthcoming that the leading govern- 
ments are prepared to co-operate to a far greater extent 
than formerly and to face up to the various international 
problems, not in any narrow selfish spirit, but with a 
realization of the fact that, in the long run, what is 
best for the world as a whole is best for the individual 
countries in it.” 

The May number of the WESTMINSTER BANK review 
contains an article on “ Britain’s Economic Position ”’ 
which is, in the main, an appreciation of British 
achievement during the period which has elapsed since 
the formation of the National Government. It is 
evident, however, that the writer’s chief aim in this 
article is to stir up the country to make a great effort 
at Lausanne and Ottawa to show a way towards 
prosperity to the rest of the world, though he realizes 
that “‘ this country should exercise the greatest caution 
in embarking upon any policy whose ultimate results 
may be dangerous if the world remains out of step.” 
He quotes as an example the present agitation to raise 
sterling prices. 

Many people throughout the world to-day are feeling 
that the present economic depression denotes the failure 
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of capitalism and are ready to experiment with any 
other system, however problematical its success may 
be. To such of these as favour the Bolshevist creed 
we commend an article in LLoyDs BANK review for 
June, which is from the pen of an able economist who 
has travelled extensively in Soviet Russia. In his 
opinion “ Only a nation that has lived so long under 
the yoke of despotism, a nation whose nature has been 
for centuries so deeply in the soil of complete subjection, 
can render the service, and show the capacity of endur- 
ance, that Bolshevism demands.’ He considers that 
the “‘Five Year Plan”’ has transformed a great part 
of Russia into a penal settlement and that only thus 
can be understood the visible progress and the equally 
visible distress. Yet he believes that the Soviet Govern- 
ment will continue to exist in spite of the increasing 
difficulties due to the world economic crisis, because 
‘with an incredibly intense, never-flagging enthusiasm, 
born of unflinching optimism, the nation does not 
perceive in the new measures tasks inherent in communist 
doctrines, but only passing phases which will serve the 
sole interests of the working classes.” 


Foreign Reviews 


In the Quarterly Report for May of the SKAN- 
DINAVISKA KREDITAKTIEBOLAGET, Professor Gustav 
Cassel has written an article entitled “‘ Silver and Gold.” 
In this article he discusses the question of raising the 
value of silver and stabilizing its value at a higher 
figure than that existing at present. This is a subject 
which has special reference to China and India, and 
many people argue that by raising the value of silver 
these countries will be able to purchase larger quantities 
of manufactured goods. Professor Cassel points out 
that “It is by no means true that these countries pay 
their purchases of goods from the rest of the world 
in silver. On the contrary, they regularly pay their 
entire import of goods with the export of goods, and 
that export is so large as to yield a considerable surplus 
available for the purchase of gold and silver.’”’ This 
is an aspect of the question which is not emphasized 
by those circles which favour an increase in the value 
of silver. As Professor Cassel rightly points out, ‘‘ So 
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long as those countries desire to buy silver, it is naturally 
to their advantage to get it cheaply. The smaller the 
amount of goods they need to export in order to pay 
for the import of silver, the more goods they will have 
left to exchange for the purchase of other goods on 
the world market.’’ Moreover, as he states, the people 
who will really gain if the price of silver is artificially 
raised are the producers. 

We have received this month two ‘“ Economic 
Bulletins’ published by the CHASE NATIONAL BANK, 
both written by Dr. Benjamin M. Anderson Jr., one 
(Vol. XII, No. 1) on the “ Glass” Bill and the other 
on the “ Goldsborough ”’ Bill and open market operations 
of the Federal Reserve banks. Dr. Anderson is not 
greatly enamoured of the Glass Bill, which is designed 
“to sweep away a great body of financial practices 
which have grown up by an evolutionary process in 
the country, and which have, on the whole, worked 
well.’”’ Dr. Anderson suggests that it is no use striking 
at the financial practices and institutions, but rather 
at the poisoned atmosphere in which they work. He 
describes the poison as the “ general excess of bank 
credit at artificially low rates, growing out of excessive 
bank reserves—the control of which rests with the 
open market policy and the discount rate policy of 
the Federal Reserve System.’’ Among other points 
which Dr. Anderson singles out for criticism is the 
provision in the bill for the extension of branch banking. 
Yet it seems to us that if there had been an extensive 
system of branch banking in the United States we 
should not have heard of so many bank failures in 
the last two years. Dr. Anderson’s main criticism of 
the bill is on the lines that it only defines and deals 
with the machinery for controlling open market opera- 
tions and has little to say about policy. Apparently 
the machinery which the bill is to create is very 
cumbersome and, according to Dr. Anderson, would 
create delay and deadlock at critical times. 

The second ‘Economic Bulletin’’ of the CHASE 
NATIONAL BANK (Vol. XII, No. 2) deals with the 
Goldsborough Bill, which proposes that the Federal 
Reserve credit policy shall be guided by commodity 
prices; in other words, it seeks to restore the 1921-29 
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price level by means of open market operations of the 
Reserve banks. Dr. Anderson considers that the Reserve 
banks’ business should be to stabilize and regulate 
the banking and monetary position of the country, 
and not to stabilize and control commodity prices. 
The bill bases its proposals on the Quantity Theory 
of Money. Dr. Anderson, however, quotes figures show- 
ing that over a period of credit expansion from 1921-29 
prices remained fairly steady and after that began 
to fall rapidly. He considers this as a damning blow 
to the truth of the Theory. Furthermore, he considers 
that the raising of prices to a level existing in Ig21-29 
would be disastrous, as prices over that period were 
unreasonably high. 

Although both these booklets deal with American 
economic policy they are well worth studying. Dr. 
Anderson is an interesting and, at times, startling 
writer, and his criticisms of these two important bills 
provide interesting light and information on American 
banking and economic practices. 


Books 


PRINCIPLES OF MONEY AND BANKING. By R. D. KIL- 
BORNE. Third edition. New York, 1932. (London: 
McGraw Hill Publishing Co., Ltd., price 24s. net.) 


THE new edition of Mr. Kilborne’s book contains a 
great deal of interesting new material. It is now 
thoroughly up to date, and contains even an analysis 
of the Glass-Steagall Act. It deals with questions of 
foreign exchange and gold movements with a practical 
sense unusual for an academic economist. 


THE STATESMAN’S YEAR-Book. Statistical and Historical 
Annual of the States of the World for 1932. Edited 
by M. Epstein. London, 1932. (Macmillan & Co., 
price 20s. net.) 

The sixty-ninth edition of this unique annual is 
worthy in every way of its predecessors. It is as up to 
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date as is technically possible. The wealth of statistics 
it contains covers in many cases the whole of the critical 
year of 1931, and is therefore even more than usually 
valuable as a reference book. 


THE LAW OF THE SALE OF Goops. By C. G. AUSTIN. 
London, 1932. (Sir Isaac Pitman & Sons, price 
5s. net.) 

In order to avoid pitfalls, the banker has to possess 

a good general knowledge of law. Mr. Austin’s book can 

be recommended to those desirous of being initiated in 

the law relating to the contract of sale, without having 
the time or the knowledge to work themselves through 
volumes of technical treatises. 


INFLATE OR PERISH. By L. L. B. ANGAs. London, 1932. 
(St. Clement’s Press, price 5s. net.) 

One may disagree with Mr. Angas, but one cannot 
help being interested in what he says. He believes in 
calling a spade a spade, and does not make any attempt 
to disguise his inflationary suggestions under the name of 
“‘ credit-expansion.’’ Many of his remarks are likely to 
appeal even to people who have neither any desire to 
inflate nor any fear to perish. 


Books RECEIVED 
THE 35TH CONFERENCE AND GERMANY’S ANSWER. By 
PROFESSOR Dr. F. Gr1MM. London, 1932. (Williams 
& Norgate, Ltd., price 2s. 6d. net.) 
THE PRINCIPAL CAUSE OF UNEMPLOYMENT. By D. W. 
MAXWELL. London, 1932. (Williams & Norgate, 
Ltd., price 7s. 6d. net.) 


LA POLITIQUE DES PLACEMENTS A LONG TERME EN 
FRANCE ET A L’ETRANGER. By FRANCIS Murat. 
Paris, 1932. (Rousseau & Cie, price Frs. 30 net.) 

LEs EMPRUNTS SUR TITRES ET LE MARCHE DE L’ARGENT 
A NEw York. By RENE DE CHAMBRUN. Paris, 
1932. (Rousseau & Cie, price Frs. 35 net.) 
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Life Assurance Opportunities 
By F. G. Culmer 
W “ection o from the standpoints of family pro- 


tection or securing for one’s self a competence 

for after-years, life assurance affords oppor- 
tunities for men and women of all grades of society that 
cannot be obtained elsewhere. It is impossible to under- 
estimate the effect which a total absence of such oppor- 
tunities would have upon our social system, especially 
when, in 193I, a year of unprecedented financial and 
economic stress, the new life policies taken out by people 
in the United Kingdom assured an aggregate sum of 
approximately £150,000,000. This vast business is con- 
trolled and transacted by over sixty offices, whose hold 
upon the assuring community is cemented upon the 
foundation of impregnable security. Were it not for 
that security, one might well tremble in contemplation 
of what would be likely to happen in ‘certain possible 
contingencies. 

I wonder sometimes whether the public really appre- 
ciates the extent to which it is indebted to those in 
charge of these Life Offices for the safeguarding of their 
financial interests. The funds of the various offices total 
something in the neighbourhood of £900,000,000. Those 
funds are not kept locked up in a strong-room. They 
have necessarily to be invested so as to earn interest, and 
to provide profits wherewith to cope with the life assur- 
ance contracts, as well as to pay bonuses to policy-holders 
and dividends to shareholders. How are the funds 
invested ? 

It has been computed that during the last three 
calendar years the total depreciation in the market 
values of representative Stock Exchange securities has 
amounted to roundly {£1,602,000,000. In that case how 
were the Life Offices able to keep their heads above 
water? The obvious reply to that question is: by 
investing in none but the highest class securities. Less 
than a month ago life assurance companies’ holdings 
in gilt-edged securities amounted altogether to about 
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£450,000,000. That total represented since the beginning 
of the year a capital appreciation of approximately 
£80,000,000. Had it not been for this wise selection of 
investment securities, the unrecovered loss incurred by 
the Life Offices must have been colossal. 

A good deal is heard from time to time about the 
reserves and hidden reserves of the Life Offices. Latterly, 
in connection with the presentation of accounts, we have 
frequently been informed that the investment reserve 
fund is more than sufficient to meet the difference be- 
tween the cost price of securities and their market value 
at the end of the year. It is the usual practice of Life 
Offices at the end of every year to write down the value 
of their securities when they have depreciated, but they 
do not invariably show in their balance sheets any sub- 
sequent recovery which may have taken place. Hence 
the existence and obvious importance of what are called 
hidden reserves, which explain why it is that, in a period 
of unexampled stress, such as the whole world has been 
going through, the Life Offices are able to meet their 
financial difficulties and present a bold front to the 
onslaughts of an economic upheaval. 

Last year proved a testing time for the Life Offices, 
and they emerged from it with infinite credit. It is 
incumbent upon a life assurance company to maintain the 
capital value of its funds, and also to earn a reasonable 
rate of interest, so that claims may be met whenever 
they fall due for settlement. This is not so easy of accom- 
plishment as some people may imagine, especially when 
times are out of joint. The chairman of one of the Life 
Offices uttered a truism recently when he said: 
“ Actuarially calculated liabilities are to many people 
mathematical mysteries; they are, nevertheless, ultimate 
actualities which must be met.” 

Life assurance as an investment is abnormally attrac- 
tive, particularly in times like the present, because it is 
immune from any possibility of depreciation. All 
contracts are guaranteed so far as concerns the eventual 
payment of the sums assured. A whole-life policy, 
without profits, will always be the ideal scheme for those 
who want maximum life assurance protection at a mini- 
mum cost, while an endowment assurance policy, with 
profits, offers one of the finest media of investment 
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available, especially to the man of fairly substantial 
means, combining, as it does, the dual advantages of a 
liberal yield and absolute safety of capital. 

That these attractions are fully realized by the public 
was exemplified last year by the big volume of business 
transacted by the various Life Offices. The opportunity 
for increased life assurance was enhanced by the partial 
“ drying up ”’ of Stock Exchange channels of investment, 
and the Life Offices made the most of it by evolving new 
schemes of a type specially designed to appeal to the 
ordinary investor. One of these, issued by the National 
Mutual Life Assurance Society, partakes of the nature 
of a short-term endowment assurance policy, payable for 
by means of a single premium. It provides an absolutely 
secure investment, spread over a few years, and gives an 
adequate interest return. The money so invested is not 
necessarily tied up for a fixed period of years, since 90 per 
cent. of it is always available by way of loan at a moment’s 
notice, and at a moderate rate of interest, while the cash 
surrender value is not less than 95 per cent. of the single 
premium. The cost of a without-profit policy for £1,coo 
is £748, and at the end of ten years the holder would 
receive {252 more than he had invested. 

It is evident that the family income type of life policy 
is as popular as ever, and this is not surprising, seeing 
that, in the event of the premature death of the assured, 
his wife and children would have the benefit of a sub- 
stantial annuity for several years, in addition to receiving 
the full sum assured. There is a very wide choice of this 
special kind of policy, and the variableness of its distin- 
guishing characteristics adds to its attractions. 

In recent years there has been a marked growth in 
with-profit endowment life assurance. The latter has 
been popularized to a great extent by the high rates of 
bonus which have been in vogue. Nevertheless, it cannot 
be said that the Life Offices have shown a tendency to 
overshadow the merits of protective assurance, for they 
have not only reduced their rates of premium in respect 
of whole-iife policies, but, at the same time, the latter 
are entitled to participate in handsome bonuses. In this 
way public attention is drawn to the importance of 
providing for dependents in the event of the death of the 
assured. That, of course, is the fundamental principle 
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of life assurance, and it should always be kept in the 
foreground. 

Nowadays policies are so framed as to suit all 
individual requirements, and there is a very big selection. 
Not the least attractive are those which combine the 
benefits of whole-life assurance with those of endowment 
assurance, and the development of this plan is strikingly 
indicative of progress in up-to-date methods and ideas. 
Here is one instance, issued by the Norwich Union Life 
Insurance Society: A man age 30 next birthday pays 
an annual premium of £33 4s. for a 25-year £1,000 policy, 
making £726 5s. for the whole of the period, after deduct- 
ing income-tax rebate. If he dies during the twenty-five 
years, his dependents receive the sum assured and the 
bonuses accumulated up to that time. If, on the other 
hand, he survives the selected term, he then draws in 
cash one-half of the sum assured and one-half of the 
bonuses, which, together, on the basis of current bonus 
rates, would amount to £781—an amount exceeding 
what he had paid in premiums; the other halves of the 
sum assured and bonuses remain as a life protection, to 
be paid at his death, plus any further bonuses accruing. 
In another case it is possible to take the bonuses in cash 
at the end of the fixed term, and leave the entire sum 
assured intact. Variety is charming, even in life assur- 
ance, and in this respect the public is exceptionally well 
catered for by the Life Offices. 





Fire and General Insurance 


HE twentieth century has been unique in the 
world’s history with regard to the problems with 
which British insurance companies have had to 
contend. The aftermath of the great European War is 
proving, in its effects, even more difficult to cope with 
than was the actual war period, terrible as it was. Such 
a continuity of psychological changes has been un- 
precedented. We have been passing through an epoch 
of gigantic evolution, the end of which is not yet in sight. 
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Yet, in spite of it all, the structure of British insurance 
stands rock-like in its strength and security. 

It is, indeed, not a little remarkable, having regard 
to all the circumstances, that the composite insurance 
companies were able last year to do even more than 
balance their income and expenditure. Those circum- 
stances may be summarized partially as follows : Difficul- 
ties of maintaining income with a falling off in business 
everywhere and a great fall in insurable values, increasing 
demands of foreign governments on insurance companies 
trading abroad, restrictions in the movement of funds 
from one country to another and in dealings in exchange, 
a great depreciation in the value of all kinds of investment 
securities, and, last, but by no means least, the effects of 
this country’s departure from the gold standard. 

Twelve months ago, when writing in THE BANKER 
on Fire and General insurance, I had occasion to call 
attention to a general decline in premium incomes. A 
similar experience occurred in 1931, and it arose mainly 
from an identical cause, viz., a decrease in the volume 
and value of insurable commodities. Another factor, 
which, singularly enough, we do not seem to hear very 
much about, is a general downward trend of rates for 
fire insurance protection—a notable instance of the way 
in which insurance companies are operating in the best 
interests of the insuring public. 

Taking the business results in this country as a whole, 
trading profits in the fire insurance department averaged 
gut at about 4} per cent. of the aggregate premium 
income, and in the accident section they were approxi- 
mately equal to 2} per cent. In view of prevailing con- 
ditions these results cannot justly be described as other 
than gratifying. In the ordinary course of things the 
world-wide connections of British offices are advanta- 
geous, in so far as it invariably happens that a reverse in 
one part of the world is offset by success in another. 
Last year, however, the universality of economic 
depression tended to reduce all sources of business to a 
more or less common measure. 

It is, of course, a fallacy to suppose that because 
insurance companies show so impregnable a front, they 
are immune from the vagaries of world conditions, 
political, economic or otherwise. As the chairman of 
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one of the biggest offices said in this connection recently, 
‘‘ nearly every incident has a bearing upon our operations, 
and requires our immediate attention. Exchanges alone 
in their violent oscillations have been a serious factor, 
involving more intricate calculations than in any year 
which I can remember.” 

He went on to refer to the reduction of stocks and 
their market values, which were aggravated by a drop 
in the exchanges of Australia, New Zealand, Brazil and 
Uruguay, following upon the 1930 attrition in Spain, 
Argentina and China. The adherence of South Africa 
to the gold standard largely influenced the decadence 
of trade in that country. And so might I continue to 
enlarge upon the story. Taxation, for so long a dead- 
weight on the insurance industry, has been increased to 
an almost unsupportable degree, both at home and 
abroad. 

Fortunately, the incidence of fire loss at home was 
quite satisfactory from an insurance standpoint. The 
reverse was the case in the United States. Similarly, 
in the accident business, while the companies generally 
did quite well at home, conditions abroad proved 
extremely difficult, and in both sections companies trading 
in America tound it difficult, and in some cases impossible, 
to avoid a working loss. The fire insurance groups 
operating in the United States embrace 262 companies, 
including British. They transact g2 per cent. of the 
entire business in America, and their losses and expenses 
combined absorbed 99:4 per cent. of their premium 
receipts. In almost every instance the volume of 
premiums was substantially smaller than before, and in 
the circumstances the reduction was worth while. 

Of the various classes of insurance business which 
come under the category of “ Accident and General,” 
two which are very much in the public eye at the moment 
are burglary and housebreaking, and motor-car in- 
surance. ‘‘ Smash and grab ”’ raids have been very much 
to the fore lately, and the Home Secretary has even 
been constrained to suggest that it would not be a bad 
thing if insurance companies were to bring pressure 
to bear on tradesmen who are purveyors of valuable 
commodities, to induce them to take reasonable pre- 
cautions for their protection. The question of burglaries 
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and daylight robberies does certainly warrant the closest 
investigation, and any co-operation that is calculated to 
effect a remedy would be welcomed by the community, 
upon whom loss is detrimental, whether it is covered 
by insurance or not. 

It is too early yet for the effects of the new conditions 
imposed by the Road Traffic Act to be fully experienced, 
but insurance companies have made no secret of their 
dislike of some of the business with which they are now 
called upon to deal. I can conveniently quote a recent 
observation of the chairman of another office in regard 
to this subject: ‘‘ Taken as a whole, the new business 
which the Act has produced is less desirable than that of 
our old connections. Much of it would not have found 
ready acceptance under the old conditions. Certainly, 
in regard to motor-cyclists—at least one-half of whom were 
uninsured before the recent legislation—our experience 
has shown that the low rates of premium charged in the 
past are now wholly: inadequate. It cannot be denied 
that motor-cyclists are responsible for a very large 
number of accidents to third parties, and that the results 
of such accidents may be just as serious as those caused 
by heavier vehicles.’ 

The Act was designed to give greater protection to 
pedestrians, but it has certainly not had the effect of 
reducing the number of accidents on the roads—the 
“incredible daily story of death and disaster,’ as the 
Ministry of Transport has described it. While personal 
injury claims continue to show a tendency to increase, 
insurance companies cannot be expected to view the 
progress of the business without anxiety. It should not 
be inferred that the insurance companies have all run 
their motor-insurance business at a loss, for some have 
done comparatively well. But the position of affairs 
generally gives rise to the possibility of rates having to 
be increased if things do not improve. 

It may be pointed out that motor-insurance premiums 
are based on rates fixed according to experience gained 
over a considerable space of time. Many factors have to 
be taken into consideration in regard to their adjustment, 
and some of those essential factors, such as repair costs, 
frequency of accidents and consequent third-party 
claims, are now trending in a direction which is causing 
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rates to approach the point of abnormality as regards 
leniency towards the insured motorist. All motorists 
think they are paying quite enough for their insurances, 
but put them for the nonce in the position of the insurers, 
and their opinion would probably be very different. 

Civil aviation, among the multiplicity of other risks 
covered nowadays by insurance companies, is rapidly 
increasing in importance. Truly it can be said that there 
is scarcely anything under the sun—in the air, on land, 
above and beneath the sea—that is not insurable, and the 
value of the functions performed by the British offices 
cannot be overestimated. Public confidence in those 
offices is justified by their financial stability, the extent 
of which was never better exemplified than by the success- 
ful manner in which they combated the recent effects of 
the wholesale depreciation in security values. 
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7 Table I GOLD HOLDINGS or| gy 


(IN MILLIONS OF £) 



































} | | | GERMANY 
9 scien 9 | } 
ENGLAND] U.S.A. | FRANCE | BELGIUM | NETHER-| penMARK) NORWAY | SWEDEN : 
| Total Abrow 
} | 7 
1929 
JANUARY .. 154-2 540°8 | 263-1 25°8 35-9 9°5 8-1 | 13-0 133°6 42 , 
APRIL “a 155-8 570:2 | 275-3 26-0 34°9 9°5 8-1 | 12°9 126°3 6-9 , 
JULY ee 154-4 596°3 295-2 28°8 36°7 9-5 8-1 | 12-9 97-6 49 as 
OCTOBER .. 131-7 619-0 320°2 29:3 36°6 9-5 8-1 13°3 108-3 73] 99°! 
| ' 
1930 | 
JANUARY .. 150-5 601°9 341°8 33°6 37°0 9°5 8-1 | 13°5 111°8 73 30: 
APRIL . 156°2 | 620-9 341°0 33°8 35°7 9°5 8-1 13°4 124°5 73 33: 
JULY oe 156-3 | 615-1 | 355-6 34°3 35°7 9°5 8-1 | 13°3 128-2 73 41° 
OCTOBER .. 155-6 611°0 395°3 36-2 32°7 9°5 8-1 13°3 119-6 73 61° 
| | 
1931 
JANUARY .. 145-9 604°3 432-6 39°2 35-2 9°5 8-1 | 13:3 108-5 109 61° 
APRIL .. | 144°5 | 640°1 | 451-6 41-1 36°8 9°5 8-1 | 18-2 | 114-7 | 1029 ¢¢. 
JUNE oe 151:9 | 669-7 450°3 41-4 37°2 9°5 8-1 |} 13°2 112°6 12°7 53: 
JULY ee 163°3 701°1 452°7 41-0 41-1 9-5 8-1 13-1 69-6 57 53: 
AUGUST .. 133-5 704°6 471-4 44-7 49°8 9-5 8-1 | 13-1 66-8 49 54 
SEPTEMBER | 1343 | 712-1 | 471-5 46-4 54-3 9-5 8-1 | 12°6 66-9 49a, 
OCTOBER .. 134°8 | 644-9 | 481-5 71-3 | 58-0 9-0 8-0 | 10°9 63°7 4.9 60 
NOVEMBER 135°7 | 562-8 | 520°5 73°4 70-7 9-0 9-5 | 11°7 56-0 43 63: 
DECEMBER 120°7 645-2 | 546-2 73°1 74°4 7:9 8-7 | 11°3 49-2 3-9 64 
} | | 
1932 | | 
JANUARY .. 120-7 613°9 | 554-4 72-8 73°3 7°9 8:5 |} 11°3 | 48:2 55 67 
FEBRUARY 120-8 | 610°4 | 576°6 72°4 71°5 8-1 8-5 | 11:3 | 46°4 32 67 
MARCH .. 120-8 603-9 | 609-8 72-0 72°6 8-0 8-5 | 11°3 45-4 8-4 67 
APRIL oe 120-8 620-1 618°2 71°8 73°2 8-0 8-5 | 11°38 43-0 39 67 
May -. | 120-8 | 619-4 | 626-9 72-1 75-2 8-0 8-5 | 11:3 42-0 | 46 gg 
JUNE ee 131-7 565.2 645-4 72°7 78-9 8:0 8:5 } 11°3 42:2 43 68 
! The figures are taken from the retum on 
2 Excluding a small amount heldintk Ba 
8 Gold and silver holdings. 
» ia al T . . 
Table II CREDIT AND CURRENCY (millions of £) 
’ 2 
CLEARING BANKS BANK OF ED 
| | } Other Deposits | Government | 4 
| | Securities 3 nee | 
| Deposits Cash | Advances in Banking Reserve Cire = “oe 
. Bankers’ | Depart- | | Circulation | 
Total Balances ment | 
1929 | 
JANUARY 1,869°3 198-0 956-1 105-0 67°6 55-1 49°8 363°9 
APRIL - | 1,748°2 188-5 985°8 99-0 62°6 51-2 55°3 360-4 
JULY es 1,778°2 189°9 | 985-9 101°9 65-0 47°3 43°2 368°9 
OCTOBER 1,764°5 189-2 | 973°7 101-4 63-6 72°2 31°4 360°7 
1930 
JANUARY 1,767°5 192-0 269-1 111°8 75°5 64-9 53°5 355°8 
APRIL oe | 3,222°0 187-2 968 «2 101°7 65-2 57°1 60°6 359°8 
JULY -. | 1,749-0 191-2 | 950-4 107°0 70°3 52:4 49-8 365-0 
OCTOBER ../| 1,791:0 188-°7 | 922-3 95°9 61:0 42-2 60-6 357°2 
1931 | 
JANUARY .. 1,835°9 194°6 | 907-4 97-7 64°4 48°8 | 51-4 7 
APRIL «+ | 1,698-1 175-4 | 923-8 91-9 56-6 82-0 51-9 3°7 
JUNE re 1,744°4 184°3 906-6 102°3 68°+7 33°2 63°8 ‘9 
JULY ee 1,750°3 180°7 896-7 103-1 69°3 36-3 56°3 oo 
AUGUST os 1,708-3 176-9 892-4 98-5 59-3 50-4 50-7 “5 
SEPTEMBER 1,675°4 170:7 | 895-0 111°5 60-2 56-7 55-8 “1 
OCTOBER .. 1,687°8 172-9 894-4 120-4 68°3 56-5 53-6 8 
NOVEMBER... | 1,670°1 170°1 884-6 98-8 60°2 55-1 39-4 3 
DECEMBER. . 1,700-2 181-1 884-0 166°7* 126°4* 95-3* 31-6* Fo 
1932 } 
JANUARY .. | 1,677°1 176°9 889-3 112-5 74°3 45°3 |} 49-9 345-9 
FEBRUARY... | 1,621-4 169°8 | 886-2 100-1 67-9 33-7 49°4 346°4 
MARCH es 1,639°1 171:0 886 0 &88°9 54°6 35°7 35-3 360°5 
APRIL e- | 1,648-2 | 170-2 864-8 93-6 58-3 62-6 43-0 352°8 
May 1,661-1 | 176+1 855-7 110°5 775 69-4 45°8 354-2 




















si ‘Average weekly balances, nine banks. * Average of four or five weekly returns. “® The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “ A Banker's 
Diary,” Dec. 1928 issue.) * Prior to November 1928, “ adjusted” total of bank-note and currency note 


circulations. 
* Since December, 1931, figures relate to last Wednesday in each month. 
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NGS OF) (ENTRAL BANKS? Table I—cont. 
































OF £) 
GERMANY : | ARGENTINA 
USS > Yi CZECHO- ISTRIA | HUNGARY] y |SWITZER-| spain ON eee aS 
al Alen RUSSIA POLAND SLOVAKIA AUSTRIA | HI es ITALY LAND PAIN JAPAN Pe Pare 
| Office | la Nacion 
} | 
6 42 |} 14°83 7:3 4°9 7-2 54°6 20-5 101°5 108-8 105-2 
‘3 | 698 19. 14:4 7:3 4-9 7°3 55°4 19:1 | 101°5 | 109-0 96-1 
‘3 | sae 1 14°5 7°3 4-9 6-3 55:8 19:7 | 101-6 108-8 92-1 | 
M37 99-2 15°7 7:5 4-9 5:8 | 56-0 21:1 | 101-7 108-8 90:0 | 
| | | 
| | | 
8 OTE we 161 7-7 4-9 5-8 | 66-1 23-6 101:7 | 107-3 | 87:9 | 1:3 
U3) 93-9 16-2 7:7 4-9 5-8 | 56:3 92:2 | 97:°9 | 91:7 | 87-9 | 1:8 
e| fen a? 16-2 8-0 4-9 58 56-3 22-9 | 98-0 90-2 | 87:9 1:3 
73) 51-2 13: 8:7 62 | 58 | 57-2 25:4 | 98-2 85:1 | 87:3 | 0-9 
| | | 
2 | 1008 61-1 13-0 9-4 6-2 | 5:8 | 57-3 28-4 | 96-7 85:4 | 84:5 | 0-8 
7 102) 53-2 | 13-0 9-4 62 | 4:5 | 57-4 | 25-5 96-0 | 85-9 | 77-4 0-4 
6 | BT) 58-8 | 13-0 9-4 62 | 40 | 57-5 | 25-9 96-1 | 86-8 | 66-9 0-3 
8 ove 68-7 | 18°83 9-4 6-2 | 4:0 | 68-1 33-4 96-3 87-3 | 64-7 0-3 
5 | ooh fe9 13°1 9°3 6°! 3-8 | 58:1 | 47-2 90-2 | 84-7 | 62-8 0-3 
> | S98 57-5 13:1 9°3 6-2 3-8 | 58-1 47-1 90-2 | 83-4 61-4 0-3 
0 49 = 60-2 | 13°83 9-3 5°5 3-8 | 58-9 67-4 | 90-3 | 82-3 57°1 0-3 
3 | gah 8 | 13-7 9+4 5-5 | 3:8 | 60-3 86-7 | 891 | 70-3 53-6 0-2 
$9 8 | | 13-8 9°5 55 | 38 | 60-8 | 87-3 | 80-1 | 57-1 | 53-3 0-2 
2 «55 7g | 18-8 | 10-0 55 | 3-7 | 60-9 93-1 | 89-1 | 48-1 | 51-8 0-2 
tS) a5 | 13°8 10-0 52 | 36 60-9 | 97-0 89-1 | 43-2 | 51-6 0-2 
;| aah @e 14:0 | 10-0 52 | 3-6 60°9 | 99-0 89-2 44-1 | 51-0 
a | ogg) 6 O@7 | 18-2 | 10-0 5:2 | 3-6 60:9 | 96-7 89-3 44-0 | 51-0 
: 6 8-0 «| «(13-2 10-0 52 | 3-6 60:9 | 96-7 89-3 | 44-0 51:0 
2; 43 8 | «12-8 10-0 48 | 3:5 61-1 101°3 89:4 | 44-0 
! 
the retur: — on or nearest the first of the month. 
heldintk Banking Department. 
Table III GOLD MOVEMENTS 
nee oe | UNITED KINGDOM UNITED STATES 
se tia aes ——— ia | —|_ TRANS- 
| . . VAAL GOLD 
, Net Net | Net =| OUTPUT 
n Influx (+) Imports | Exports Imports(+)! Imports | Exports a (+) | at 85/- per 
on or Efflux (—)} | Reporte (-) | Exports (—) | fine ounce 
£ millions | £ millions _| £ millions £ millions $ millions | $ millions | $ millions £ millions — 
1929 | 
JANUARY .. — 2 | 2-4 | 5-7 — 3:3 48-6 1-4 | +47°2 | 3-7 
APRIL + 4:7 3-3 ‘8 + 2:5 24°7 1:6 +23:1 | 3-7 
JULY —14°3 4-6 20-6 —16:0 35°5 8 | +84:7 | 3:8 
OCTOBER + 1:3 5:9 | 55 + <4 21-3 3-8 | +17°5 | 3:8 
1930 | 
JANUARY +40 | 86 | 33 + 5:3 12-9 8-9 + 4:0 3°8 
APRIL + 6:6 8°8 | 3-0 + 5°8 65-8 0-1 +65°7 3°7 
JULY | —38 | 51 8-3 — 3-2 21-9 42-5 —20:6 | 3-9 
OCTOBER .. + 4:8 9°3 71 + 2:2 )} 9865°6 9-3 +26°3 | 3-9 
1931 | | 
JANUARY -75 | 73 | 16-2 — 8-9 34°4 — | +84-4 3-9 
APRIL |} — 2:7 5:9 0-9 + 5:0 49°5 — +49°5 | 3-7 
May + 4:7 4°3 0-3 + 4:0 50-9 0-6 +49°7 | 3-9 
JUNE + 9°8 13-8 | 2°6 + 11:2 63-9 — +63°9 3°8 
JULY —31:7 1070 | 36:8 —26-9 | 20-5 1:0 +19°5 | 3:9 
AUGUST + 1-1 8-2 13-2 — 650 | 657°5 —_ +57°5 | 3-9 
SEPTEMBER..| -— 1:0 | 4:8 | 7:0 —2-2 | 49-3 28-7 +20°6 3-9 
OcTroBER .. — | 8°6 5:3 + 3:3 | 60:9 398-6 —837°7 | 4:0 
NOVEMBER... | —15-0 12-0 24-1 —12-1 94°4 5-0 +894 3-8 
DECEMBER .. _ 12-5 17:1 — 4:6 89-5 32-7 | +568 3°9 
1932 | 
JANUARY .. — | 171 21-5 — 4:4 32-9 107-9 | 75-0 4-0 
FEBRUARY -- - 16-1 17°6 — 1:5 | 387°6 128-2 | -90°6 3°9 
MARCH... —- | 13-0 12-7 + 0-3 | 19-2 43°9 | —24+7 4-1 
APRIL 12-2 5-5 + 6:7 4-0 
May a ee 11-1 6:8 + 4:3 4-1 
! ' 
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Table IV 






































} LONDON 
| Discount Rates Treasury Bills | 
. F Day to a | | 
Week ending | Bank Rate Day Bank Bills | Fine Trace | Weekly Tender Amount Amount | 
Loan Rate $3 months 3 Bou Al e Offered Applied for 
| Per cent. Per cent. Per cent. Fer cent. Per cent #£ millions £millions | 
1932 
ga 4 
JANUARY s 6 4 533 of 56 5 9-97 | 85 59-5 
in Mm 4s 6 if 58 6 41711: 5 30 39°5 
pe 22a 6 43 5y's 62 414 6-63 30 40-0 | 
ss 29 | 6 4 5h of 4 7 6-99 30 42-3 | 
FEBRUARY 5 6 44 5 6 4 6 1-80 30 34-2 | 
a 12 6 4 5+ 63 415 7 30 35-2 | 
19 5 3 44 5+ 319 4-09 35 59-1 i 
a 26 5 34 33 54 3 5 6:22 40 61-6 
MARCH 4 5 23 3 53 2 9 9-95 40 52-6 
ee 11 4 2? 28 4 211 56-55 45 | 71-5 
‘a 18 34 2 2% 3 2 1 2-17 45 74-0 
i 24 34 2 2% 32 1 16 11-39 45 60-3 
APRIL 1 34 2 2ys 33 2 3 8-73 45 61:9 | 
~ x 34 2 2% 33 2 8 4:75 45 76-2 «| 
pa 15 34 2 24 34 2 1 11°60 40 78-2 | | 
: 22 3 1? , oA 34 116 3-92 35 | 76-5 
is 29 3 1} Qnty 3h 117 1°81 40 71:4 
May 6 3 14 1+ 3t 1 10 11-36 35 |} 62-1 f 
ra 13 2h 1t 1% 25 019 6-62 35 50°7 
a 20 23 14 1% 2 019 6°35 35 53:8 
Me 27 2h 1 14 23 017 9-99 45 50-1 
JUNE 3 24 1 1” 23 018 1°48 45 53°9 
“a 10 24 1 1% 23 0 18 11-79 45 | 62-0 
a mM (us 2} 3 le 23 016 0-06 45 | 65:9 
All figures given above are the rates 
Table V FOREIGN |! 
DAILY A 
{ ] % 
NEW YORK|MONTREAL — PARIS BRUSSELS | MILAN ZURICH | MADRID 
$to£k Stok | Frtos Belga to £ Lireto£ | Fr.to€ Ptas to £ 
1 2 
PAR GF EXCHANGE... .. 1864 Pare | | 12g 33°00 92°40 2s°221§ as"22t5 
1929 | 
JANUARY.. i 4-8503 4°8619 | 124-08 34-898 92-67 25-207 29-751 
APRIL ée 4°8534 4-8887 | 124-21 34-950 92-70 26-215 32°928 
JULY “ae 4°8511 4-8766 123-88 34-911 92-74 25-219 33°451 
OCTOBER ,. 4°8698 4:9243 | 123-89 34°874 92-99 25°176 33-586 
| 
1930 
JANUARY... we --| 4 8697 4-9222 123-91 84-947 93-05 25-162 37-017 
APRIL 4°8635 4-8654 | 124-11 34-842 92-777 25-095 38-946 
JULY 4°8656 4°8622 | 123-67 34-810 92-879 25-044 42-203 
UCTOBER.. 4°8591 4-8536 123-85 34-845 92-804 25-020 47-141 
1931 
JANUARY 7 --| 4°8561 4-8645 | 123-81 34-815 92-739 25-076 46-640 
APRIL 4°8599 4-862) 92-815 25-235 47-015 
JUNE 4°8649 4°8775 92-937 | 25-078 50-516 
JULY he 4-£566 4°8729 92-865 24-994 52-018 
AUGUST .. ee 4°8576 4-°8724 92-874 24°946 55-685 
SEPTEMBER ee 4°5412 4-6981 88-009 23-195 50-766 
OCTORER.. 23-8887 4°3700 75352 19-223 43-366 
NOVEMBER 38-7193 4-1767 72-173 19-095 43-182 
DECEMBER 3°3725 4-0658 65 -969 17-303 40-138 | 
1932 | 
JANUARY 3°4303 | 4:°0377 68-017 40-809 
FEBRUARY 3°4575 3+ 9657 66°779 44-480 
MARCH 3°6281 4°0536 70-785 47°695 
APRIL... ee --| 3*7520 4°1716 5 72-840 48-788 
May os “6 --| 98-6759 4°1539 | 3° 71-340 ° 45-289 








1 The old parity of 25-2215 was 
2 The old parity of 25-2215 was 
3 Berne until November 1929. 

4 Average Oct. 1 to Oct. §, 
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MONEY} RATES Table 1V—cont. 


AMSTERDAM 


















































NEW YORK PARIS BERLIN | 
| | | | 
Market | Market | Market | | Market 
iount Bank Rate Discount | Call Money | Bank Rate | Discount | Bank Rate | Discount | Bank Rate | Discount 
ied for Rate | | Rate | | Rate i Rate 
illions Per cent. Per cent. Percent. | Percent. Percent. | Per cent. Per cent. | Percent. | Percent. 
| aul — ————————Ee — eS a 
| 
| | 
| 
5 a i sa | & | eT CU 7 7 3 2 
5 34 | 24 | 24 | 2¢ | 2 7 7 3 23 
0 34 24 | 23 2+ 2% 7 7 | 3 3 
+8 34 2% | 2 | 2% 2s 7 7 3 2 
2 ' 34 2H | 2+ 24 2¢ 7 63 3 2t 
2 ' | 3t 2H | 24 | 2¢ 2 7 63 3 2 7 
“3 i 3 | 2H | 2+ | 2+ 2% 7 63 3 2% 
6 3 | ot 24 2+ 2 7 6% 3 1% 
“6 3 | 2 23 2+ 2% | 7 63 3 1} 
*5 3 2 2+ 3 | 2 6 6 3 1% 
“0 3 2% 2+ 2 | 2 6 6 3 1% 
‘3 3 2% } 23 2+ | 2 6 6 3 lf 
‘9 | 3 2% 2+ 2+ | 2 6 53 3 1} 
2 3 2% 24 + | 2 6 6 3 1 
2 3 1* 24 | 23 | 12 54 5 3 1 
5 3 i +8 2} 23 1} 54 5 24 1 
+ | 3 a 2} 24 1} 5 4% 24 1 
1 } 3 l* | 24 24 1g 5 4g 2% # 
7 } 3 th | 23 23 1} 5 46 24 4% 
8 | 3 t 24 23 1t 5 4 24 s 
1 3 | 5 24 24 1} 5 4h 2t | 3 
9 3 | tt 24 24 1t 5 4g 2 tt 
0 3 ti 24 23 1; 5 4} 24 } & 
9 3 tt 24 2t 1 5 43 24 8 
e the rates _ ruling on Friday of each week. 
REIGN EXCHANGES Table V—cont. 
DAILY AVERAGES 
ID AMSTERDAM| BERLIN PRAGUE WARSAW STOCKHOLM BOMBAY KOBE | RIO DE BUENOS 
| | JANEIRO AIRES 
»£ |} FlLto£ Rmk.to £ | Kronento ¢ | Zloty to £ Kr. to £ d. per Rupee | d. per Yen. d. per | d. per 
| 4 ews ee: ane : as ___|_Milreis. | Gold Peso. 
12°107 } 20 43 164°25 43°38 18159 18 2e58 5°8907 47610 
l |} 12-091 | 20-402 163-83 43-313 18-138 18-06 22°55 5°905 | 47-41 
. |} 12°090 | 20-475 163-89 43-313 | 18-173 17°96 22-08 5-869 47°28 
l 12°086 | 20-359 163-87 43-308 18-098 17°82 | 22°54 5-873 47°23 
5 12:098 | 20-397 164-42 43°418 18-141 17°87 23°58 5-860 46°82 
1 12°102 | 20-387 164°56 43°398 | 18-136 17°93 24-25 6-525 45-04 
} 12:098 | 20°375 164°17 43-416 18-092 17°86 24°38 | 5-743 43°71 
12°093 20-383 164-06 43-382 | 18-°097 17-82 24-39 5-368 40°50 
12-061 20-412 163-78 43-375 18-095 17°82 24°52 (5-119 38°49 
12-066 | 20°419 163-91 | 43°312 18-138 17°7 24-48 4°461 34-49 
12-106 | 20°409 164-06 | 43°375 18-148 17°85 24°41 3°618 | 37°68 
12-088 | 20°497 164-19 43-375 18-143 17°85 24-39 3-730 34°72 
12-056 20-967 164-01 43-412 18-145 17°81 24-40 3°579 33-61 
12°046 | 20°573 163-98 43-375 18-158 17°77 24-41 3°151 31°93 
11-263 19°365 153-43 37-458 17-501 17°77 26-19 8-162 | 31°81 
9-630 16°702 130-68 34-646 16-811 17°88 30°07 3-502 | 32-03 
9-264 | 15-683 125-22 32-990 17-947 18°13 31-79 3-960 37°74 
8-375 14-250 113-49 30-250 18-014 18-13 32°55 4°286 | 40°84 
| 
8-541 | 14484 115°75 30-690 17 +867 18-13 25°27 4+290 40-08 
8-555 | 14°534 116-64 30-790 17-925 18°14 24-11 4°185 39-68 
9-008 15°246 122°43 32-370 18-+298 18°15 21°43 4°058 38°78 
9-263 15-788 126-40 33-510 19-643 18-04 21-10 4°184 38-60 
9-066 15°451 123-7 32-735 19-618 17-935 20-99 4°710 35°82 
15 was abandoned as from June 25, 1928. 
5 wes abandoned as from December 22, 1927- 


et. 8, Banks closed during remainder of month. 
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Table VI BRITISH TRADE ND 
COAL PIG-IRON a STEEL (1 
| Exports 7 
Production | (inelnding | Number of Production Production 
| Coke) Furnac es in 
| a t 
Millions of | Millions of at end o ous: Thousands of 
Tons : = month =| 7” =" Tons 
| 
1929 
JANUARY ee ee os os ee 22°4 4°9 139 564 765 
APRIL oe ee ee oo ee 20-9 5-0 152 611 809 
JULY.. ke an ve ine - 21-1 6-3 167 672 805 
OCTOBER... a ¥e ae a 23-0 6°2 166 689 890 
1930 - 
JANUARY ee o6 os ee ee 23-8 | 5-9 159 650 771 
APRIL oe es es we as 19-7 4°6 151 620 696 
JULY.. o « a ia we 18-7 4-9 105 486 621 
OCTOBER .. oe io a ec 21-0 5-1 96 415 512 
| 
1931 | 
JANUARY .. ia we or oe 19-2 3-6 83 337 402 
APRIL io ss a ~ ~ 18°6 3-6 73 323 397 
JUNE.. és on es ee me 17°8 3-9 76 324 429 
JULY.. an we ee ea ws 17:1 3°7 70 317 429 
AUGUST i a wa oe a 16-1 3°5 64 276 357 
SEPTEMBER .. us on ar ay 18-0 3-9 62 248 400 
OCTOBER .. Pe me ‘i as 19-7 4°3 66 284 457 
NOVEMBER .. ea ua a ws 18°6 3-9 70 296 459 
DECEMBER .. ws ais we id 19°6 3-9 | 70 331 425 
1932 
JANUARY .. es ee - is 18-7 3°6 76 330 430 
FEBRUARY .. “« ee ~ ei 18-5 3°5 71 324 | 481 
MARCH os - ee on os 18°8 3-1 72 336 463 
APRIL ee es ee os +% 18-4 3°38 69 317 433 5 
May .. ee ee se ‘eit oe _— | 3-4 69 315 | 417 
(1) Returns issued by): 
Table VI BRITISH TRADE AND INDUSTRY—cont. 7 
1 
ov ERSEAS TRADE BANK CLEARINGS UNEMPLOYMENT ‘ 
| 4 Index of 
| | 2 | 3) Percent- | Numbers | Produc- 
Imports | Exports 'Re-exports! London Provincial Total Compar- age of on Live tion 
| “ Country” ative insured Register (Quarterly) 
| | Total persons | 
£ | t £ £ & £ & unem- 000’s 1924 = 100 
millions | millions millions millions millions | millions millions ployed omitted 
1929 
JANUARY ..| 116-1 | 66-9 9-8 10-4 5-5 15:9 19-1 12-3 1,427 108-3 J 
APRIL «+| 104°2 60-2 10°4 10°5 5°3 15°8 19-0 9-9 1,159 111-0 P 
JULY ee 93-6 66-5 8-0 10-3 5-4 15-7 19-0 9-9 1,140 108-2 J 
OCTOBER ++} 110°3 64-6 “1 10-3 5-1 15:5 18-9 10°4 1,218 114°38 ( 
| 
1930 | 
JANUARY ..| 101°9 58°3 8-2 10-4 5-0 15-4 19-5 12-6 1,481 109°6 P 
APRIL ee 83-9 | 46°9 7:8 10-4 4°7 15-1 20-3 14°6 1,678 100-9 J 
JULY ee 85°2 | 60°7 6°7 10-0 4°3 14-3 19-9 16°7 1,964 90°7 ‘ 
OCTOBER .. 90°9 | 46-9 7-2 9-6 4:0 13°5 19-9 18°7 2,200 92.7 | 
1931 | | 
JANUARY .. 75°6 | 37:6 6-0 9-9 4-2 14-2 22-1 | 21-5 2.614 85-1 ; 
APRIL ee 70°0 | 32°5 6°6 9°5 3:9 13-4 21-1 20-9 2,532 
May --| 69°6 | 33-9 5+7 9-1 3°9 13-0 20-7 20-8 | 2,523 80°6 » 
JUNE --| 68°6 | 20-4 6-0 8-5 3-7 12-3 19-8 21-8 2,629 
JULY e+} 7O-l | 34-3 4-9 9-1 4-0 13:1 21-3 22-6 2,664 
AUGUST ..| 65°3 29-1 3-8 8:8 3:8 12-6 21-0 22°7 2,732 81-1 
SEPTEMBER 68-3 | 29°38 3-8 8-0 8-$ 11°3 18:9 22-6 2,807 
OCTOBER .. 80-7 | 32°38 5:3 9-0 4-1 13°1 20-9 21-9 2,756 | 
NOVEMBER 83-2 | 31-9 5-0 8°8 3-9 12-7 19-8 21-4 2,656 90-5 
DECEMBER 77-0 2:1 5°5 9:2 4-0 13-2 20-7 20-9 2,510* 
| | | 
1932 | 
January ..| 62-3 | 31-1 5-2 9°6 4:2 13-8 21-7 224 2,728 | 
FEBRUARY ..| 70*2 30-0 5°5 8-7 4-1 12-8 20-0 22-0 2,701 91-4 
MARCH ee| 611 | 31-2 5-4 8-9 4°3 13-2 21:0 20-8 2°567 
APRIL .-| 58°56 | 34-8 4-6 9-0 4-0 13:0 21-1 21-4 2,652 be 
May --| 557 | 30-2 4°4 8-7 3°9 13-0 20-8 22-1 2,741 
* Dally averages. * “ Country ” clearings at London Clearing House. * Total clearings (London 
“Country ” and Provincial) adjusted, for comparative purposes, by application of Board of Trade index 


number of wholesale prices (1924 = 100). * Average of four or five weekly returns. * Reprinted by courtesy 
of the London and Cambridge Economic Service 
* Since December, 1931, figures published monthly. 
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SEL (1 FACTURES THEREOF MACHINERY COTTON WOOL 
Exports of Exports of Exports of Exports of | Exports of 
uction Imports Exports Imports Exports Yarns Piece Goods ops Wool and | Wool and 
| | bs ai | — 
sands of Thousands | Thousands £ £ Millions of Millions of Millions Millions Millions 0 
‘ons of Tons | of Tons thousands thousands sbs. Sq. Yds. of Lbs. | of Lbs. Sq. Yds. 
65 244 421 1,627 5,078 16-9 3 3:1 | 3°6 18°6 
09 262 340 1,574 4,151 13°1 9-4 2-4 | 3:0 9°5 
05 237 376 1,687 »,066 15-6 5-4 2°2 | 5-1 17°5 
90 248 390 1,724 4,803 13-5 5:8 3°3 4°5 11-1 
! 
71 310 352 1,514 4,456 13-2 313-2 2:7 3°7 14-1 
96 234 268 1,699 3,561 11°5 217-0 2°4 3:0 7:0 
21 | 199 303 1,415 4,440 11-0 197°4 2:7 3°2 10-1 
12 j 264 264 1,499 4,128 11-7 150°3 3:1 3°6 8:7 
222 167 1,181 {| 3,280 11°3 155: “4 2°4 10°4 
2 193 188 1,216 2,843 10°8 135-2 2°8 2-4 5:0 
97 246 163 1,212 2,442 9°6 132-8 1°6 2°6 6-1 
29 231 168 1,227 2,693 11°3 177°3 2°5 3°5 6°6 
29 202 144 1,051 | 2,174 11:2 143-3 | 1:7 3-1 7-9 
57 220 139 1,042 2,448 9-0 128-5 1°8 3°7 6-8 
0 276 159 1,698 2,792 12°8 143-1 | 2:6 4°0 6°7 
57 379 196 1,725 2,811 11°38 126:0 2°5 3°4 6°3 
59 267 175 1,304 2,929 14-9 149-7 2-9 3°0 7°5 
25 
170 167 } 925 =| 16: 179°9 | 3°4 3°4 8°5 
0 252 140 | 1,539 | 13°3 180°5 4:0 2°8 | 7°6 
31 130 166 | 868 | 13°9 202-6 4:0 2-7 | 6:6 
3 145 180 769 13:9 199°3 3°6 2°9 6°3 
3 ‘ 144 151 | 965 =| 12-7 201:0 | 2:4 2°9 5°6 
7 
ns issued by the National Federation of Iron and Steel Manufacturers. 
Table VII COMMODITY PRICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY. 
5 as. © “| Parone ta ¥ TSG ~ Cost of oF : j 
dex of Wholesale 1 | Wholesale | Wholesale' Living Wholesale} Cost of | Wholesale! Cost of 
oduc- c Cost of (Depart- | Statis- (Statis- (Statis- Living | Living 
tion | Living | ment of tisches | tisches tique (Statis- | | 
arterly) Board of “ Econ- — |( Ministry Labor) |Reichsamt Reichs- Générale) tique i 
_ Trade omist” jof Labour) amt) Générale) 
} = 100 July | } 1913/14 uly (Jan.-July 
1913 = 100 1913 = 100 /1914 = 100 | 1918 = 100 1913 = 100 = 100 | 10138 = 100 | 1914 = 100! 1915 = my | 1914 = 100 
| 
;--——— — . — - —_—_—_—— 2 
| , 4 
1929 | | 
08-3 JANUARY 138-3 130°3 165 139-3 | 138-9 153-1 630-6 | 134-7 148 
11-0 APRIL 138°8 129-3 161 138:+7 137°1 153-6 626°7 133-8 | 150 
08 +2 JULY 137-4 128-9 163 140-4 137°8 154°4 613-0 | 129°5 | 148 
14°38 OCTOBER 136-1 124-1 167 138-0 | 137-2 | 153-5 | 589-5 127-6 | 149 
1930 | | | 
)9°6 JANUARY 131-0 118-5 164 133-8 132-3 151°6 563°5 565 123-0 150 
J0°9 APRIL 123-7 112-3 155 129-9 126-7 147°4 548-4 | 572 116°6 146 
v0°7 JULY 119-2 106-8 157 120-3 | 125-1 | 149-3 | 587-6 | 592 109-0 145 
= OcTOBER 113-0 99-6 157 118°3 120-2 145-4 508-2 597 104°9 143 
= 1931 (a) | 
35°] JANUARY 106-9 91-3 152 112-8 115-2 140°4 483-7 590 98-2 | 133 
oa b APRIL 105°7 90-0 147 107°2 113-7 137-2 483-7 589 95°8 135 
30° 6 JUNE 103-2 &7°5 147 103-3 112°3 137°8 467-1 | F 92-1 133 
JULY 102-2 86-0 145 103-2 111-7 137-4 456 °3 91°5 132 
11 AUGUST 99-5 85°7 145 103°3 110-2 134-9 445°6 565 89-8 131 
) SEPTEMBER 99-2 89°6 145 102-0 108°6 134°0 427°9 88-9 | 130 
OcTOBER .. | 104°4 90-1 146 100-7 | 107-1 | 138-1 | 414-2 | 88-9 129 
- NOVEMBER .. 106-4 90°7 148 100-6 106-6 | 131-9 | 408-3 | } 531 88°5 129 
) DECEMBER .. 105°8 90-6 147 98-3 103-7 130-4 404-4 | 86°8 129 
1932 | | 
JANUARY .. 105-8 90-0 147 96-4 | 100-0 124°5 405°4 | 85-9 128 
4 FEBRUARY .. 105-3 92-2 146 95-0 | 99°83 122-3 412°3 | $534 | 87-0 128 
Marcu 104-6 88°5 144 94°6 99-8 122-4 418°2 | | 86°6 130 
} APRIL 102°4 86°3 143 93-8 98-4 121°7 415-2 | | 87-0 131 
May 100°7 83-3 142 90°6 97°2 121°1 412-3 | 85°3 129 
| | | | | | 
ndon The indic hi 
ndex ml” which are for the 1st of the month, are entered for the previous month to facilitate 
‘tesy 2 Gold index. (a) Revised index. 
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Some National Provincial Branches 
By Professor C. H. Reilly 


HE National Provincial architects, Messrs. Palmer 

and Holden, are always upsetting my theories and 
contradicting my prejudices about architects. Some 

one, possibly Kipling, said “‘ he knows not England who 
only England knows,”’ and it has always seemed to me 
one of the few popular sayings containing an almost 
unquestionable truth. Applying it to architecture I 
would have said, had not I by now seen a great deal of 
Messrs. Palmer and Holden’s banks, that no architects 
could be successful designers of banks who did nothing 
else. Yet here are these two men always returning to 
prove the reverse. Indeed, if one were considering the 
architectural output of the six big banks on the whole, 
one would definitely have to give the National Provincial 
the palm, which means that their tied, tame and entirely 
official architects, who are only allowed to express 
themselves in banks, putting aside as anathema cathe- 
drals, palaces, law courts, opera houses, museums, and 
all the other supposed avenues to the architect’s heaven, 
would in reality carry it off. It must be admitted, of 
course, that these two are by now great bank specialists, 
probably with the greatest bank-building experience in 
the country, and we know how easy it is for a good team 
accustomed to playing together to beat our most brilliant 
players collected for a special occasion. On the other 
hand, we know how dreadful architecturally is the mass 
of our hospitals all built by the architects who call 
themselves hospital experts. The other banks certainly 
occasionally employ our most brilliant architects. They 
also far more often employ our worst, or so it seems 
looking at the photographs one has to reject. One cannot 
always be publishing, even in these articles, warning 
examples. Even for the general good the banks concerned 
do not seem to appreciate it. On the whole, however, 
the banks employ just averagely good architects, and if 
bank buildings are better than the average buildings, as, 
of course they are, it is merely because it is always better 
to employ an architect than to go direct to a builder. 
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It is not so strange, therefore, when one comes to think 
it out, that these two men, who must be far above the 
average in ability, should off their own bats beat the 
miscellaneous teams put up by the other banks. I do 
not want to suggest that the other banks should follow 
suit and start official architects, too. They probably 
would not have the same luck the National Provincial 
has had. They would probably not be able to persuade 
such good men, in any ordinary time at any rate—any- 
thing might happen to-day—‘o allow their hands to be 
tied. I do not know the history of Messrs. Palmer and 
Holden, but I imagine they must have been caught 
young. I notice, too, that they have been careful to 
save their souls in another way. No bank erects such a 
variety of bank buildings as does the National Provincial, 
in spite of the latter only employing these two men 
instead of a variety of architects. hope Messrs. Palmer 
and Holden do this deliberately for their own sakes. 
They can do the most charming late Georgian brick 
buildings, like that domestic-looking branch of theirs 
on the Great West Road, illustrated again last month, 
and the Windsor, Louth, and Hendon branches among 
the photographs before me now. Then, to-day, I also 
have a solid little monumental stone building at the 
curved base of a hill in Malvern holding up its difficult 
position and its neighbours with great success. I have 
a big Elizabethan building facing an open space in Peter- 
borough looking like some fine old guildhall, and making 
the Lloyds Bank facing the same open space seem very 
thin and meagre. Then I have in addition to all this a 
whole series of timber and concrete buildings or timber 
and brick, one cannot tell which, at Stratford-on-Avon, 
Leatherhead, and Ludlow, and in places in Wales like 
Ruthin and Tregaron. Most of these latter are, I am told, 
genuine old buildings which the bank has rescued from 
degraded uses, and restored to their original form. Let 
us begin with one or two of these, for although they are 
not new buildings designed ad hoc, they are full of interest, 
and in the Ruthin case, with which we will start, the 
photograph of the block as it was in 1926 shows the sad 
state to which the building, once the Court House of the 
little assize town, had sunk. It had become, it will be 
noticed, a number of shops and garages, in which the 
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latter had quite upset the medieval seatiadibiie Absurd 
Victorian Gothic dormers had been added to the roof. 
No one could guess from its 1926 state that the building 
Was originally erected in 1404, and that it had served as 
court house and jail for upwards of 250 years. In bring- 
ing it to its original form, a form admirably suited to a 
small banking hall, the whole of the old materials were, 
I am told, re-used and all new work carried out in sym- 
pathy with the old. If one compares for a moment the 
1926 photograph with that of the outside as it stands 





RUTHIN BRANCH INTERIOR 


to-day, all, in spite of the rightful modern feeling against 
restorations in general, would agree that the bank and 
their architects in this case did a very good piece of work 
for Ruthin as well as for themselves. 

The Stratford-on-Avon and Leatherhead cases, which 
are also given, I am not so sure about. They look almost 
too good to be true. If they were entirely new buildings, 
however, the proportions of the storeys would probably 
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be different. The ground floor for the bank would almost 
certainly have been higher. This is even more true of 
Ludlow branch, which on the whole looks the most 
genuine. I am quite in the dark, however, in all these 


THE STRATFORD-ON-AVON BRANCH 


buildings as to how much is medieval and how much 
Messrs. Palmer and Holden. With such devilish clever 
fellows one cannot tell by photographs. If these are all 
old buildings restored to their original state with no 
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pretence—old carving and ornament added—one can 
again very heartily congratulate all concerned in saving 
them. Probably more than any other possible modern 
usage a bank on the ground floor with manager’s residence 
above is near to the medieval one of counting-house or 
workshop and family rooms above. 

To finish with and to prove my point about the 
versatility of these architects I give the Windsor branch. 
The other photographs must be returned to be used, I 
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THE LEATHERHEAD BRANCH 


hope, another time. This Windsor branch, it will be 
admitted, is not the usual little Georgian bank with which 
readers will of late months have become almost too 
familiar. By following the later phase of the style—the 
Regency period—the architects have been free to intro- 
duce new features, such as the cast-iron railing, the 
delicate ornament over the three ground-floor windows, 
and the long thin columns to the main door. It will be 
seen from the house next door, just showing on the photo- 














80 THE BANKER 








graph, how in keeping with the surroundings these things 
are. Where Messrs. Palmer and Holden, in addition, 
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FHE LUDLOW BRANCH 


have shown their originality is in the white plastered top 
storey with the railing over the cornice indicating very 
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clearly and truthfully the manager’s flat and yet adding 
great interest and novelty to the composition. The large 
amount of white painted woodwork to the ground floor 
makes this white top storey architecturally possible. It 
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THE WINDSOR BRANCH 


is delightfully detailed, too. Notice the curved bars to 
the { fanlights to the three French windows to the balcony. 
These ‘‘ tame and tied’”’ architects are scholars. They 
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know the sort of freedom the Regency men allowed 
themselves, just as they appear to know how medieval 
builders felt and worked. There is only one question | 
would like to ask them, and they can answer it best by 
sending photographs of some such National Provincial 
branch to THE BANKER. Can they design a bank in the 
modern manner free from traditional proportion and 
details and make it equally interesting? If so, my last 
prejudice against the official salaried architect will have 
disappeared for ever. 
































TRUST COMPANIES 


By 
GEORGE GLASGOW 


Mr. Glasgow's volume on “The English Investment Trust Companies,’ 
published last year, quickly established itself as the standard work on the subject. 
So well was it received that the same author has now prepared a companion volume 

n the Scottish Investment Trust Companies 

The method of presentment follows exactly the same lines as before. Part | 
of the book is devoted to a general review of the Scottish companies, with special 
reference to the characteristics which distinguish them from the English companies. 
Part II contains the statistical record of seventy-one companies classified into the 
three categories of pre-Baring, pre-war, and post-war companies. 

In all cases the statistics are complete from 1910 up to the present year, whence 
the reader may obtain at a glance a concise, but complete knowledge of how the 
companies negotiated both the slump and the boom periods that elapsed in 
that time. 


Royal 8vo. With over 70 full-page tables. Price 50/- net. 


EYRE AND SPOTTISWOODE 
6 GREAT NEW STREET, LONDON, E.C.4 








